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WORLD HEWS 

Plavsic reaches 
deal for Serb 
elections to end 
power struggle 

‘ . Bfljana Plavsic, western-backed 
.president of the Serb half of Bos- 
nia, reached a deai on holding 

. elections to end a power struggle 
mat has split the territory and 
dragged Nato peacekeepers into 
conflict with natio nalis t Serbs 
.Page 14 

Ba«|ue separatists shot dead 

Two m emb ers of Basque separat- 
ist group Eta were killed and a 
Spanish policeman was slightly 
injured in a gun battle in central 

. Bilbao. Page 3 

- French budget seeks growth 

France's left-wing government 
announced a budget designed to 
boost growth and solidarity by 
introducing greater fiscal justice 
and helping job creation. Page 2; 
Editorial Comment, Page 13; 

Lex, Page 14 

Polish left heads for opposition 

Poland’s reformed communist 
Democratic Left Alliance gave up 

- hope of finding coalition partners 
and said it was ready to go into 
opposition. Page 3 

-No duty-free reprieve 

European single market commis- 
sioner Mario Monti said attempts 
■ to prevent the scrapping duty- 
free sales with the European 
Union in 1999 were a waste of 
time. Page 2 

Clinton bi plea to unions 

US president Bill Clinton urged 
labour unions not to turn against 
Democrats who support his bid 
for a “fast track” trade negotia- 
ting authority. Page 4 

Norway seeks coalition 

Three political parties hoping to 
form a Norwegian coalition gov- 
ernment began talks aimed at 
es tablishing a common policy 
platform. Page 3 

BA hafts Glasgow-US flights 

British Airways said it was sus- 
pending services from Gla^jow in 
Scotland to the US because of the 
delay in winning approval for its 
American Airlines allianc e. 

Page 10 

’ Australian reshuffle urged 

Australian prime minister John 
Howard was urged to reshuffle 
his cabinet after two ministers 
resigned over questionable 
claims for travel expenses. 

Page 6 

Reforms aid poor nations 

Economic reforms have set some 
of the world’s poorest countries 
on the path of sustainable 
growth, the United Nations Con- 
ference on Trade and Develop- 
ment says. Page 9 

US nuclear waste site 

Legislation to force the US 
administration to build a central 
storage site for nuclear waste is 
gaining favour on Capitol ffilL 
Page7 

Vietnam picks president 

Vietnam picked Tran Due Luong, 
a little-known geologist, to be 
president Page 6 

Award over death of smoker 

A Brazilian judge ordered Souza 
Cruz, a subsidiary of UK-based 
.tobacco group BAT Industries, to 
pay damages of RS90.000 ($82*500) 
to the family of a man who died 
of an allegedly smoking-related 
condition. Page 7 

Cigar makers fume 

Cuba’s cigar makers are angry 
over plans by a US company to 
launch a cigar with the same 
name as one of the best-known 
Cuban-produced Havanas. 

Page 14 

Internet's stars begin to shine 

High-tech" companies have 
entered into competition for a 
new generation of stars: the 
“forum leaders” who stimulate 
discussion in the online commu- 
nities of the internet Page 7 
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Stena plans 
to cut costs 
by freezing 
investment 

Stena line, the world's largest 
ferry company, is planning an 
investment freeze as part of a 
restructuring and cost-cutting 
plan. Page 15; Tough decision. 
Page 17 

The French stock market 
regulator rejected Rallye's "white 
knight" bid for retailer Casino 
designed to protect it from a 
FFi28bn ($4.6bn) hostile takeover 
by rival Promodes. 

Page 15; Casino staff boycott 
SocGen, Page 17 

Gucci shares fell by $11.06 to 
$47.19 after the Italian fashion 
group warned that profits growth 
would be slower than expected in 
the second half of the year. 

Page 15; Lex, Page 14 

AT&T and Telecom Italia moved 
closer to an international allianra 
by announcing a shares exchange 
giving each company an equiva- 
lent stake in the other. Page 19 

Sanofl shares fell in Paris after 
the French pharmaceuticals 
company dropped plans to extend 
use of its Skelid drug to the treat- 
ment of osteoporosis in most 
markets. Page 17 

RWE, the German industrial 
conglomerate, received a boost in 
its attempt to simplify its share 
structure after the association 
representing dominant municipal 
shareholders recommended 
members give up their majority 
of voting rights. Page 17 

Pinault Printemps Redouts, 

the French retail group, unveiled 
first half net profits up 26 per 
cent to FFr943m ($157m) in spite 
of continued sluggish consumer 
spending. Page 17 

Eni, the Italian oil. gas and 
chemicals conglomerate, reported 
a 10 per cent rise in first-half net 
profits to L2,619bn <$1.5bn). on 
the back of higher operating 
income and a fall in net 
expenses. Page 19 

Spanish authorities are counting 
on massive demand, from small 
investors to support the forth- 
coming share offering in Endesa, 
the country’s leading electricity 
group, in a privatisation expected 
to raise up to Ptal,l25bn ($7.5bn). 
Page 19 

Dassault Systfrmes, the French 
software company, priced a sec- 
ondary offering of 3.07m existing 
shares at FFr380 ($83.33) fee: 
every share listed on the Paris 
Bourse, or $63.06 for each US- 
listed ADS. Page 20 

Poland's securities commission 
has cleared the sale of part of the 
state-owned Orbis hotel ch ain 
through an initial public offer of 
40 per cent of the company’s 
equity to investors. Page 20 

Grundlg's future is unclear after 
Pieter de Jong unexpectedly 
resigned as chairman of the trou- 
bled German consumer products 
group - the second chief to step 
down this year. Page 19 

Vienna stock exchange has asked 
Deutsche BOrse, continental 
Europe’s biggest futures and 
options exchange, to run its 
share and bond markets. Page 22 

Avis Europe, the car rentals 
group, will today become the 
only company on the London 
stock exchange to report its 
results in Ecus as well as ster- 
ling. Page 20 

CrecKt Lyonnais, the troubled 
French bank, wfll today launch 
the largest ever eurobond issue - 
FFr40bn ($6.6bn) of collateralised 
securities. Page 22 

Shell OV is planningto buy a 

Texas-based gas pipeline .and 
storage business for $2.35bn in a 
move that will bolster its position 
in the Gul f of Mexico . Page 15 


US deal marks one of the biggest ever investment banking mergers 


Travelers to buy Salomon for $9bn 


By Tracy Corrigan and 
Richard Waters in New York 

Travelers Group, the US financial 
services group, is to buy Salo- 
mon, the legendary Wall Street 
investment bank, for S9bn and 
merge it with its own domestic 
brokerage business. Smith Bar- 
ney. 

The new subsidiary, to be 
called Salomon Smitb Barney 
Holdings, will combine Salomon's 
traditional strength in fixed 
income and international pres- 
ence with Smith Barney's exper- 
tise in equities, retail distribu- 
tion, municipal finance and asset 
management to create a “global, 
toll-services securities firm", the 
companies said yesterday. 

The deal also represents the 
first big push overseas by Sandy 
Weill, former president of Ameri- 
can Express who built Travelers 
through acquisition into one of 
America's biggest financial ser- 
vices group in 12 years. 

"Salomon has already built a 
pretty big platform overseas - we 
are going to keep building on it," 
said James Dimon, fhainwan and 
chief executive officer of Smith 
Barney. 


WALL STREET MERGER 
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The $9bn transaction is one of 
the biggest investment banking 
mergers ever contemplated and 
will give the new company the 
critical mass and range of busi- 
ness strength to challenge domi- 
nant firms such as Morgan Stan- 
ley Dean Witter, also the product 
of a merger this year. 

According to Smith Barney, in 
1996 a combined Salomon Smith 
Barney would have ranked third 
in equity underwriting in the US, 
second in debt underwriting and 
first In the influential ranking of 
research analysts complied by 
Institutional Investor magazine. 

The deal was also expected to 
force other financial institutions 
to look again at potential acquisi- 
tions of Wall Street bouses. Sev- 
eral smaller brokers and invest- 
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meet b anks have been snapped 
up by US and foreign banks this 
year. 

The deal valued Salomon at 
nearly two times its book value; 
a year ago, it was trading only 
slightly above book value. 

However. Mr Weill, Travelers' 
chairman and chief executive 
officer, wbo is widely viewed as 
being an astute buyer of assets, 
said the ‘‘combination more than 
fulfils our often-stated acquisi- 
tion criteria”. 


Like other Wall Street invest- 
ment banks, Salomon's shares 
have risen on the back of a 
strong bull market, though such 
profits have often proved highly 
cyclical. 

Explaining the decision to buy 
Salomon at such a cyclical peak, 
Mr Dimon said: This will secure 
our place in a global franchise. I 
don’t care too much about the 
peak and the troughs in this busi- 
ness." 

Salomon Smith Barney will be 


run jointly by Mr Diman, who 
currently heads Smith Barney, 
and Deryck Maughan, the 49-year 
old British chairman and chief 
executive officer of Saloman. Mr 
Maughan, who started his career 
with a stint at the UK Treasury, 
will also be appointed a vice- 
chairman and director of Travel- 
ers Group. Mr Dimon remains 
president, chief operating officer 
and a director of the group. 

Travelers said It had agreed to 
issue 1.13 of a share for each 
Salomon share, and that it expec- 
ted the deal to be completed by 
the end of this year. Salomon's 
shares rose on the news, to 
$T7*», while Travelers’ fell 1%, to 

Warren Buffett, the billionaire 
Investor whose 18 per cent stake 
in Salomon has been among his 
worst-performing big invest- 
ments in recent years, welcomed 
the deal. 

“Over several decades, Sandy 
[Weill] has demonstrated genius 
in creating huge value for his 
shareholders by skilfully blend- 
ing and managing acquisitions in 
the financial services industry," 
Mr Buffett said. “In my view, 
Salomon will be no exception.” 


Yeltsin backs move to fair 
and open market economy 
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By Chrystia Freeland in Moscow 

A robust President Boris Yeltsin 
yesterday opened a new era in 
post-communist Russia, by 
declaring that the state would 
enforce the rules of an even and 
fair market economy and cut off 
financial barons’ privileges. 

A speech, delivered in com- 
manding tones to the Federation 
Council, the upper house of the 
Russian parliament, comes at a 
time of conflict between the 
country's magnates and cabinet 
ministers over the future of Rus- 
sia’s fledgling market economy. 

Mr Yeltsin was on the side of 
the young reform team in his 
government, which has been 
arguing for greater fairness and 
transparency. “The government 
is laying down clear and equal 
rules of economic behaviour. We 
will ensure that these rules are 
followed by everyone,” he said. 

In one of his most impressive 
performances since having heart 
bypass surgery last year, Mr Yelt- 


sin said he would brook no 
efforts by big businesses, or cor- 
rupt officials, to skew the eco- 
nomic rules in their favour. 

“The state will not put up with 
any attempt at pressure from the 
businesses or banks. At the same 
time we are determined to stop 
any efforts by officials of any 
rank to set their own rules of the 
market game,” he said. 

The president's speech could 
mark a watershed in Russia's 
transition from communism to 
capitalism. Russians are increas- 
ingly convinced that, as Mr Yelt- 
sin put it, “a return to the old 
ways is already impossible". 

But the apparent defeat of com- 
munism has forced Russians to 
wrestle with what sort of capital- 
ism they wish to create. At issue 
is whether Russia will keep its 
extremely close links between big 
business and the state, develop- 
ing into a Latin American -style 
economy, or if it will opt for a 
fairer and more transparent free 
market system. Mr Yeltsin said 


in this next phase of economic 
development the Russian govern- 
ment, which has sharply 
retreated from the commanding 
heights of the economy that it 
occupied under communism, 
would play a crucial role: “In 
itself, the market is not a pana- 
cea for all problems.” 

He took great pains to explain 
that the plans for an invigorated 
government role would not mean, 
“a return to the days of Gosplan 
and Gossnab” - the central plan- 
ning agencies whose inefficient 
rule created the Soviet Union’s 
rickety communist economy. 
Instead, Mr Yeltsin said he advo- 
cated “a return to a state with a 
considered economic strategy". 

Mr Yeltsin, who is expected to 
deliver a more detailed elabora- 
tion of Russia's economic agenda 
next week when he travels to 
Nizhny Novgorod, a cradle of 
market reforms, praised his gov- 
ernment's accomplishments. 

Editorial Comment. Page 13 



Strong performance; Boris Yeltsin after giving bis speech to the 
Federation Council backing the economic reforms P'cnre Rauton 


NEC to adopt global 
standard for new PCs 


By IfficNyo Nakamoto and 
Ma Cutfibertson in Tokyo 

NEC has admitted defeat in its 
fight to maintain its proprietary 
PC system in Japan, and has 
decided to market a range based 
on Microsoft and Intel standards. 

From next month, Japan’s larg- 
est PC maker will start selling 
machines based on Windows 98, 
the next generation operating 
software being developed by 
Microsoft, and Intel microproces- 
sors. which constitute the de 
facto global standard. 

NEC will continue to support 
its 9800 series, but it expects 
machines based on Windows 98 
to account for 70 per cent of its 
PC sales over the next year. 


Inside 
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Japanese electronics companies 
had previously boped that by 
establishing standards in their 
domestic market they could chal- 
lenge competing systems in the 
rest of the world. NEC’s move 
highlights the extent to which 
Japan has been forced towards 
the global standard promoted by 
IBM, Microsoft and Intel. 

A similar pattern has been 
seen in telecommunications, 
where Japanese standards have 
lost on the world stage to US or 
European technology. Neverthe- 
less, NEC continued to forge 
ahead with its proprietary system 
in Japan, even after other 
companies had given up. Fujitsu. 
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NEWS: EUROPE 


French budget aimed at Emu target 


By David Owen and 
Andrew Jack in Paris 

The French government yesterday 
unveiled a budget it hopes will 
assure France's participation in the 
planned European single currency 
by cutting its 1998 budget deficit 
to 3 per cent of gross domestic 
product. 

The intention is to hit the target 
- which ministers expect to attain 
a year later tban the date strictly 
required under the Maastricht 
Treaty criteria for economic and 
monetary union - largely by rein- 
ing in public spending, which Is 
expected to rise at less than half 


the anticipated rate or economic 
growth. 

Nonetheless, a series of mea- 
sures. including the abolition of 
certain tax breaks and increased 
duties on ftiel, will result In 
FFrl4bn fS2.4bn) more being raised 
in tax revenues than would other- 
wise have been the case. 

These measures will affect busi- 
ness and households, with some 
FFrSbn of the overall figure expec- 
ted to come from companies. The 
corporate sector had already suf- 
fered at the bands of Lionel Jos- 
pin's Socialist-led government in 
July through the decision to tem- 
porarily lift the rate of corporation 


tax for large companies from 36.6 
per cent to 41.6 per cent 

The government has also decided 
not to proceed with tax cuts 
planned by the previous centre- 
right administration of Alain 
Juppe. 

Dominique Strauss -Kahn, 
finance and industry minister, said 
these measure would have cost the 
government about FFrl 2 bn. 

Details of the most important tax 
reform - a move to shift more of 
the burden of financing France’s 
generous welfare system away 
from workers - are set to be 
announced by Martine Aubry. 
employment and solidarity minis- 


ter, later this week. 

However. Mr Strauss-Kahn yes- 
terday confirmed this would be 
achieved by sharply increasing the 
rate of France's Contribution 
Sodale G£nferalis6e, a broad-based 
tax levied on all incomes, and cor- 
respondingly reducing social secu- 
rity contributions levied on wage 
earners. CSG is currently levied at 
3.4 per cent. 

The government is now predict- 
ing that this year's deficit will 
come in at 3.1 per cent, marginally 
above the strict Maastricht require- 
ment, but well below the more 
than 4 per cent level for 1996. Sec- 
uring the additional 0.1 percentage 


point improvement to 3 per cent in 
1998 bn* proved more difficult than 
it mi ght seem, largely because of 
the presence in this year's arithme- 
tic of a one-off FFr37.5bn payment 
by France Telecom. 

The government has been 

obliged to limit the planned rise 

its 1998 spending to 1.36 per cent, 
marginally below the expected 
inflation rate. The main casualty 
defence, whose overall budget _ 
down 2.1. per cent to FFr283bn. 
with the equipment budget particu- 
larly hard hit Winners include the 
employment and solidarity depart- 
ment and the justice ministry. 

Lex, Page 14 


Few surprises as Socialists keep to mantra 

Package designed to boost growth and solidarity through fiscal rectitude and job creation 


By Andrew Jack 

F or France’s ieftwing 
government, the 1998 
budget unveiled yes- 
terday was designed to boost 
growth and solidarity by 
introducing greater fiscal 
justice and helping job cre- 
ation. 

For its critics, it contained 
few surprises after leaks 
over the past few weeks, and 
did little to tackle the longer- 
term structural problems 
facing the country. 

Dominique Strauss-Kahn, 
the economics, finance and 
industry minister, yesterday 
maintained his long-standing 
mantra that the budget 
involves no additional “fiscal 
pressure". His justification 
was that, according to the 
government’s predictions, 
gross domestic product will 
grow by 3 per cent next year, 
while taxes will increase 
more slowly - by a little 
under l per cent 
These growth figures - an 
top of 22 . per cent predicted 
for 1997 - help explain why 
the rhaiipng o of meeting the 
budget deficit which seemed 
so difficult for the previous 
centre-right government a 
few months ago now appears 
more surmountable. It also 
explains why Mr Strauss- 


Kahn is so confident that 
France will achieve the 
Maastricht criterion for mon- 
etary union of a budget defi- 
cit of 3 per cent of gross 
domestic product - albeit in 
1998. rather than as origi- 
nally intended in 1997 (when 
the figure is now put at 3.1 
per cent). If the growth tar- 
gets are achieved, they will 
help raise most of the addi- 
tional tax revenue generated 
during 1998. The targets are 
at the upper end of indepen- 
dent economists’ projections, 
and depend on assumptions 
including stable Interest 
rates and an exchange rate 
of FFr6 for every dollar. Eric 
Chaney, an economist with 
Morgan Stanley in Paris, 
called them “optimistic but 
realistic". 

The thresholds for income 
tax were increased by 1.1 per 
cent, with the top rate of 54 
per cent levied from 1998 on 
all revenues greater than 
FFr291.270 ($48,950) a year. 

While there are no new 
taxes, the government did 
unveil a range of measures 
which will increase the bur- 
den for some individuals and 
companies, designed to gen- 
erate additional income of 
FFrlSbn. Some FFrBbn 
comes from households, 
from a range of measures 
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including the suppression of 
tax reliefs for those employ- 
ing home-helps. 

The re maining FFr9bn In 
tax rises affects the corpo- 
rate sector. It includes new 
restrictions on provisions 
covering depreciation and 
fluctuations in the prices of 
raw materials. At the same 
time, there are new incen- 


tives for employers who cre- 
ate new jobs and entrepre- 
neurs starting companies. 

The calculations of tax 
come ahead of the additional 
levies to be announced this 
week which will be imposed 
on household revenues 
under the so-called CSG 
(Contribution Sodale Gdnfrr- 
alis&e) regime, designed to 


reimburse France's social 
security deficit, and which Is 
expected to rise by 4.1 per- 
centage points. 

On the expenditure side, 
the government argues that 
expenditure will be frozen in 
real terms, with a growth in 
the total spending of L36 per 
cent to FFr1,585 bn in 1998 
offset by inflation of 1.4 per 


cent. However, it offered 
little indication that tt would 
reduce the size of the public 
sector, arguing that of the 
FFr21bn increase in spend- 
ing, FFrl9bn was the result 
of rising salaries, social 
charges and pension costs 
which It described as “par 
ticularly rigid”. 

Indeed, the total number 
of civil servants is predicted 
to rise by 490 to 1.7m in 1998, 
in addition to a net increase 
of 9300 employees to 405,000 
in the defence sector follow- 
ing the decision to phase out 
compulsory military service 
and to professionalise the 
French army. The budget 
includes FFr8bn to fund the 
government's new youth job 
creation programme, which 
is designed to pay most of 
the cost of 150,000 posts by 
the end of next year. 

In Hnp with the Socialists* 
electoral priorities, the min- 
istry of employment is one of 
a number of government 
departments to receive 
increased spending allow- 
ances next year. The others 
include education, justice 
and regional development, 
as well as culture, which is 
moving towards an objective 
originally set by President 
Jacques Chirac of 1 per cent 
of spending. 


Seselj toughs it out among 
the hard men of Serbia 

Controversial leader of Radical party appeals to those ground 
under by deprivation and corruption, writes Guy Dinmore 


V pjislav Seselj, leader of Serb- 
ia's resurgent ultra-national- 
ist Radical party, has never 
shied away from controversy. 

Jailed by the communists in the 
1980s for plotting a Greater Serbia, 
he later became a paramilitary 
leader organising mass expulsions of 
Moslems and Croats during the wars 
in former Yugoslavia. 

On Sunday, when his party came 
close to toppling the ruling Socialists 
in parliamentary elections - his Rad- 
icals more than doubling their share 
of the 250-seat assembly - Mr Seselj 
again declared that Serbia’s western 
borders should be redrawn to swal- 
low up large chunks of Bosnia and 
Croatia. “The Serbian Radical party 
will definitely reach these borders 
one day. We will never give this up." 
he declared. Final results are expec- 
ted to confirm today that the Radi- 
cals won more than 80 seats in the 
republican parliament The leftwing 
block led by Yugoslav President 
Slobodan Milosevic is sure to lose its 
majority and will end up with about 
110 seats split among the three coali- 
tion partners. 

Mr Seselj has also forced Zoran 
Lille, the Socialist candidate, into a 
second round run-off for the Serbian 
presidency to be held on October 5. 

Mr Seseij's enemies denounce him 
as a fascist whose social demagogu- 
ery and e galitarianism appealed to 
voters fed up with years of economic 
deprivation, corruption among the 
ex-communist elite and Isolation by 


a hostile west. A bombastic hulk of a 
man who destroys his political oppo- 
nents in television debates, Mr Seselj 
happily declares himself a national- 
ist who has stuck to his views, 
unlike the deviations of the neo-com- 
munists and much of the opposition. 

His party programme calls for a 
united Serbian state to be called 
Greater Serbia, cured from the "dis- 
ease” of communism and blessed 
with a free-market economy and 
social welfare system. "The Serbs 
are the main national and political 
force on the Balkans and the nation 
to negotiate with, not to be black- 
mailed." his manifesto pronounces 
in a warning to the US. The 64-page 
document ends with a pledge to fill 
the "amusement and entertainment” 
needs of everyone, so that young 
people should be diverted from 
"wandering along streets and other 
forms of anti-social behaviour'’. 

Bom in the Bosnian capital Sara- 
jevo in 1950, Mr Seselj was a brilliant 
law student and Yugoslavia's young- 
est doctoral candidate. His thesis 
was "the political foundations of mil- 
itarism and fascism”. 

He became a prominent dissident 
after being jailed in 1984 for 22 
months for "counter-revolutionary'’ 
activities. He advocated the abolition 
of Montenegro and “bogos” Bosnia 
and the expansion of Serbia. 

Such views earned him recogni- 
tion from Mr Milosevic, then a com- 
munist apparatchik who was later to 
stoke up latent nationalism among 


Serbs to fuel his own rise to power. 

Yugoslavia’s violent disintegration 
followed. Mr Seselj played a role in 
the early days of the war. supplying 
paramilitary units that took part in 
the expulsion of non-Serbs from east- 
ern Croatia and Moslems from the 
Bosnian border with Serbia. 

But as the war turned against his 
proxies, Mr Milosevic negotiated 
peace under intense pressure from 
western governments. Mr Seselj, 
however, did not waver and turned 
against his former mentor. 

After one massacre that led to the 
outbreak of war, Croats accused Mr 
Seseij's thugs of gouging out the 
eyes of Croatian policemen. Asked 
on television if his men still used 
knives as bad the Chetnlk national- 
ists in the second world war, Mr 
Seselj said no, they used rusty 
spoons instead. Later he insisted he 
was joking. 

Together with Vuk Draskovic, now 
leader of the pro-monarchy Serbian 
Renewal Movement which will have 
about 45 seats In the next parlia- 
ment. Mr Seselj founded his first 
political party in 1990. The two 
nationalists were close friends. Each 
served as best man, at the other’s 
wedding. But politically they fell 
out Mr Draskovic started to cam- 
paign against the war and Mr Seselj 
founded his own Radical party. 

Given their dose personal history 
a coalition between the two is not 
impossible. “This is their best 
chance to overthrow communism." 



Seselj: wants borders redrawn to 
create a Greater Serbia am» 

said one fearful official In the pres- 
ent government 

Analysts believe, however, that 
the most likely outcome is an alli- 
ance between Mr Draskovic and Mr 
Milosevic at the expense of the radi- 
cal nationalist 

As mayor of Zemun, a charming 
Belgrade suburb on the banks of the 
Danube, Mr Seselj has earned a rep- 
utation as a dynamic man of action 
who keeps dose to the masses by 
opening his office weekly. Water 
supplies are fixed, houses built and 
small businesses catered for. 

But there was also controversy 
over the expulsion of some ethnic 
Croats from municipal properties; 
Mr Seselj said they were no longer 
entitled to them after taking Cro- 
atian citizenship. 

That row came to a climax during 
a recent television debate when a 
lawyer defending the Croats was 
insulted by Mr Seselj and he retalia- 
ted with a glass of water. The pro- 
gramme broke up and the lawyer 
was badly beaten backstage by Mr 
Seseij's bodyguards. "He slipped on 
a banana skin," Mr Seselj explained. 
"Several times.” 
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Landesbanks 9 role under threat 


By Edward Luce In London 

The cosy relationship 
between the German state 
and the landesbanks - the 12 
regional development banks 
- has been an enduring fea- 
ture of the postwar econ- 
omy. Their role as a vital 
prop for the country's net- 
work of local savings banks 
has long been considered 
untouchable by Germany’s 
political elite. 

All this, however, could be 
threatened if, as seems 
likely, the European Com- 
mission launches a formal 
investigation into claims 
that WestLB, the country’s 
largest Jandesbank, received 
unlawful subsidies of up to 
DM5-9bn ($3.33bn). 

Germany’s private bank- 
ing sector claims the equity 
injection that WestLB 
received Is the thin end of 
the wedge. More impor- 


tantly. Germany’s private 
sector claims that It has 
been put at a severe competi- 
tive disadvantage by the 
state guarantee for the coun- 
try’s landesbanks and other 
publicly owned banks. 

At issue is the benefit lan- 
desbanks gain from having 
AAA credit ratings from the 
leading international credit 
rating agencies. This enables 
the landesbanks to raise cap- 
ital from the international 
bond markets at a mucb 
lower cost than they would 
without the state guarantee. 

This not only "crowds out” 
funding for the German pri- 
vate sector but also enables 
the landesbanks to undercut 
the private sector by offering 
cheaper corporate loans. 

"The state guarantee for 
the landesbanks covers 
unlimited liability, which is 
almost certainly in breach of 
the BlTs competition rules.” 


said an analyst from a lead- 
ing credit rating agency. 
"This unlimited guarantee 
enables the credit rating 
agencies to give them much 
higher credit ratings tban 
some would get otherwise.” 

Banks such as Deutsche 
Bank, Dresdner Bank and 
Commerzbank have held 
back from formal complaints 
about the state guarantee for 
fear of a political backlash. 

Mindful of the popular 
attachment of the German 
electorate to their local 
savings banks. Chancellor 
Helmut Kohl has robustly 
defended the privileges of 
the landesbanks. 

“German citizens have a 
very strong sentimental 
attachment to their local 
savings banks.” said a senior 
official at a private sector 
bank in Frankfurt said: "It 
would be very easy for the 
politicians to present such a 


complaint as ‘big bad private 
sector attacking the local 
community savings bank’.” 

But in the past two years, 
Germany’s leading Iandes- 
banks have become the sin- 
gle largest category of bor- 
rowers in the 5300bn-a-year 
eurobond market, whilst 
also moving aggressively 
into other markets, includ- 
ing French, municipal loans, 
where, according to one 
Frankfurt-based analyst, 
they have "cut lending mar- 
gins to shreds”. 

Whichever way the EC 
rules on the specific com- 
plaint against WestLB, bank- 
ers say the broader issue of 
the state guarantee is 
unlikely to go away. More 
probably, as the landesbanks 
expand outside their domes- 
tic market. Germany’s 
aggrieved private sector will 
be joined by its counterparts 
in neighbouring countries. 


Brussels 
confirms 
end of 
duty-free 

By Emma Tucker fai Brussels 

Mario Monti, the European 
single market commissioner, 
yesterday hit back at cam- 
paigners for the preservation 
of duty-free sales in the 
European Union, saying 
their attempts to overturn a 
1992 decision to scrap duty- 
free sales were a waste of 
time. 

"You were given 7% years 
to prepare for the end of 
duty-free sales to travellers 
within the single market in 
June 1999,” said Mr Monti. 
"It’s high time you used thin 
time constructively instead 
of trying to turn the dock 
back.” 

Mr Monti was responding 
after a highly charged meet- 
ing in Brussels between the 
European Commission and 
representatives of the duty- 
free lobby in which Mary 
O'Rourke, the Irish minister 
for public enterprise, warned 
that scrapping duty-free 
could affect up to 140,000 
jobs and would have dire 
consequences for regional 
air and ferry ports- 
Ms O’Rourke is one of a 
tiny number of £U ministers 
who have joined forces with 
tbe duty-free lobby to call for 
a 1992 decision to abolish 
duty-free sales to be renego- 
tiated. 

The decision, taken unani- 
mously by EU finance minis- 
ters. was part of taxation 
and excise measures intro- 
duced to make the single 
market a reality. A 7Vi-year 
transition period was 
granted to allow duty-free 
slug) operators and suppliers 
to find alternative ways of 
carrying on business. 

"Seldom in the history of 
the EU has so much money 
and time been spent by such 
a wide coalition of interests 
on trying to reverse a coun- 
cil decision,” said Mr Monti. 
"But in thin case the deci- 
sion is not going to be 
changed.” 

The European Commission 
argues that in a single mar- 
ket. duty-free sales are an 
anomaly and a massive tax 
subsidy for the duty-free, 
industry. 

"Ordinary tax payers who 
don’t travel .internationally 
are subsidising those of us 
who travel pretty frequently 
on International nights,” 
said James Currie, director 
general of the Commission's 
customs and indirect taxa- 
tion directorate. 


NEWS DIGEST 


Yeltsin to sign 
religion bill 

The Federation Council, the upper house of the 
parliament, yesterday unanimously passed a disputed 
new draft law on religion, which human rights activists 
warn could sharply curtail religious freedom in Russia. 

The law, which was approved last week by the Duma, 
the lower hnuco : o wn need*? to he signed by President 
Boris Yeltsin. Kremlin officials have said he is likely to 
sign the hm . despite strong western criticisms which were 
affirmed In Moscow this week by A1 Gore, the US 
vice-president. 

Opponents of the law fear it could limit freedom of 
worship and criticise i*tg it for setting out excessively 
tough rules for registering religious groups. But it has 
been heavily backed by the politically well-connected 
Russian Orthodox Church, which Is keen to secure its 
position as Rus s i a ’s fo wiiwan t reli gion and is concerned 
by possible encroachments by Catholicism. Protestant 
evangelism and other groups. 

Its defenders say it is designed to protect people against 
authoritarian religious sects- to which Russians, 
impoverished by the economic transition and left 
spiritually hungry by seven decades of communism, may 
be particularly vulnerable. Ckrystia Freeland, Moscow 

■ GERMAN ECONOMY 


Business outlook improves 

Signs of economic recovery in Germany strengthened 
yesterday with news of growing business optimism, lower 
inflatio n, a continued strong trade performance and some 
improvement in the public finances. 

The Munich-based Ifo economic research institute 
reported that industry in western and eastern Germany 
planned to increase output in the months ahead, with the 
institute’s business climate index for western Germany 
rising to 98J) last month from 98.1 in July. 

Fears that stronger growth and this year’s decline in 
the D-Mark were fuelling inflation eased after provisional 
official figures pointed to a drop in the annual rate of 
inflation in western Germany to 1.8 per cent this month 
from 2 per cent in August. 

The statistics, office also published slightly better news 
on Germany’s public finances: the overall public deficit in 
the first half was DM79J2bn ($44.7bn); down DML6bn on 
thn same period last year. Earlier this month, the office 
announced that the 1997 first half deficit was 3.1 per cent 
of GDP, according to the definition used for European 
economic arid monetary union. 

However, yesterday's economic news held out little 
hope of ah early decline in Germany's 4.46m seasonally 
adjusted jobless total. 

The Bonn cabinet yesterday agreed a draft law to 
speed the introduction and use of the euro in German 
businesses after the planned starting date for the single 
European currency on January 1 1999. Edzard 
Schmidt-Jortzig, justice minister, said the legislation 
would adapt company law so that firms could denominate 
their capital and shares in euros. Peter Norman, Barm 

ETHICAL INVESTMENTS 


Cigarette group questioned 

SPP, one of Sweden's largest insurers, yesterday said it 
had become the country’s first institutional Investor to 
flex its corporate governance muscles by seeking 
assurances from Swedish Match, the cigarette 
manufacturer, over its ethical policies. 

The insurer, which controls assets worth SKrSOObn 
($40bn) and holds more than 4 per cent of Swedish Match, 
said it had asked the company to prove that it was 
working - on less harmful cigarettes and avoiding 
marketing campaigns aimed at young people. 

Other institutional investors in the cigarette 
manufacturer, including insurers Trygg Hansa and 
Skandla, have sold their stakes, partly under pressure 
from consuiner groups. 

Swedish Match, which boasts 50 per cent of the 
country's cigarette market, said yesterday it would meet 
SPP in January to assuage its concerns. A spokesman 
said the company. - best known for its Blend, John Silver 
and Right brands - was confident that it already operated 
ethical marketing and production policies. 

Nevertheless, several large insurance groups have sold 
a combined 05 per cent bolding in Swedish Match since it 
was floated last year. Tim Burt, Stockholm 

UKRAINIAN POLITICS 


New law favours big parties 

The Ukrainian parliament yesterday passed a 
controversial new election law which could strengthen 
the larger Ieftwing parties in the March 1998 elections, 
though it may still be vetoed by President Leonid 
Kuchma. 

Strong political parties could tip the constitutional 
balance of power against the president in a long-running 
power struggle between him and parliament. 

The new law stipulates that half of the- 460 members of 
pa rl iament will be elected according to the number of 
votes mustered by their party list, while the other half 
will continue to be elected directly. Previously, all 
deputies bad been elected directly. 

Party-list seats will be restricted to parties that can 
muster 4 per cent or more of the vote. This would give a 
decisive advantage to large and better-organised parties 
which could make it over this 4 per cent cut-off, such as 
the Communist party. Charles Oooer, Hfco 

ROMANIA SCANDAL 


Spy charges challenged 

President Emil Constantinescu demanded yesterday tJ 
the Romanian foreign minister, Adrian Sevoln, 
substantiate iris accusations that nnwarnr^ 
politicians, newspaper editors and other public figure 
spying for foreign intelligence agencies. 

Mr Constantinescu told the National Defence Counc 
that Mr Severin should send his evidence to the 
Romanian intelligence services. This Mr Severin has 
promised to do as soon as be returns from New York, 
where he is attending the UN General Assembly 
In a statement before he left Bucharest on Tuesday 

Sj ^ mat ®?f 1 . w ^ch “proves beyond doute 

that “two or three party leaders - among them some c 
the most respected - are agents well paid from abroad 
Accusations of spying have been common in Roman 
politics over the past seven years, but this is tbe first 1 
they have come from within the ranks of the reformi«d 
action which took power last SSKhKKK 
Sevenn s statement is being taken by Romanian and” 

38 evldenceQfdee P tensions within t 
ruling coalition. AnaiolLia 

GERMAN PRIVATISATION 


Airport bidder selected 

The stategovernment of North Rhine-Westphalia sel 
the consortium of Harpen. a German uronertv eroim 
Airport Gro^toternatlonal of the 

for 0,6 ***** -* 50 *** cent stake to. DOsseldar 

airport. 

A rival consortium of Hochtief, the German 
construction company, and Aer Rfenta, the Irish ain 
manager, were nominated as "stand-by" candidate!' 

with the Harpen-led group. 
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Brussels tots 
up cost of 
bank rescue 


By Emma Tucker In Brussels 
and Andrew Jack in Paris 

A ; study by the investment 
batak - Lehman Brothers sug- 
gests that Credit .Lyonnais, 
the. Hi-fated French state 
bank,' may cost tbe French 
state a total of FFrllObn 
($l&2bn), according to Euro- 
pean Commission sources. 

The Commission is study- 
ing the recently delivered 
report, which wHl form, the 
basis of its decision on new 
rescue, measures for the 
troubled. bank by the end of 
the year. . . 

Brussels approved an ini- 
tial capital, injection of 
FFr45bh. to the bank in 1995, 
wbidh it tied to a compre- 
hensive rescue and restruct- 
uring plan. However, when 
that plan did not achieve the 
expected turnaround the 
French government had to 
ask permission only a year 
later to. give emergency aid 
of FFr3.9bn. 

The Commission granted 
the . aid pending submission 
of a new rescue plan, deliv- 
ered over the summer. 

Credit Lyonnais is not 
expected to get any new 
cash -injection from the 
French state, but the Com- 
mission has to decide 
whether to agree to the 
waiving of the costs of a 
FFn35bn loan Credit Lyon- 
nais made at below-market 
rates to a holding company 
which last year took over 
many of its poorest perform- 
ing b usinesses 

Credit Lyonnais execu- 
tives are, meanwhile, con- 


tinuing to pursue their plan 
of selling off assets, turning 
the company into a univer- 
sal bank within France and 
acting for large companies 
and providing other speci- 
alised services elsewhere. 

Jean Peyrelevade, the 
chairman, said last week 
that objectives in the bank's 
original 1995 rescue plan to 
sell off a third of its Interna- 
tional activities and up to 
half its non-French Euro- 
pean activities would have 
to be renegotiated. 

However, he said the 
revised business plan 
pledged an even higher pro- 
portion of total asset sales 
by the year 2000 than was 
contained in the previous 
version. 

Mr Peyrelevade has repeat- 
edly stressed he is not plan- 
ning to dispose of BfG, the 
German bank in which it 
has the controlling stake, 
and which would generate 
heavy capital losses if it was 
sold. 

However, it emerged yes- 
terday that one possibility 
under discussion by the 
bank is to sell off some of 
BfC's own international sub- 
sidiaries, which would 
reduce the overall size of 
Credit Lyonnais' assets. 

Since the replacement of 
the chairman of BfG earlier 
this year. Credit Lyonnais 
has begun to gain increasing 
power and co-operation with 
other members of the bank’s 
board. 

Credit Lyonnais has 
already sold a number of its 
foreign subsidiaries. 


. MEWSs EUROPE 

Shooting boosts anti-Eta campaign 



Spaniards protesting against Eta violence after the killing of local councillor Miguel Angel 
Blanco m July- Can Madrid persuade foreigners to share the rage? «**» 


By Tom Bums In Madrid 

Two members of Eta. the 
Basque separatist group. 
Including a maw named as 
leader of one of its deadliest 
units in the Bilbao area, 
were killed yesterday and a 
policeman slightly injured in 
a gun battle with police in 
centra] Bilbao. 

Police said the two. who 
had been under surveillance 
for several days, had drawn 
weapons when approached 
by plain clothes security offi- 
cers. Jaime Mayor Oreja. the 
interior minister, said the 
killing of Salvador Gaztelu- 
mendl Gil had shattered the 
Vizcaya Commando, which 
the Eta man had com- 
manded and which has 
assassinated four people this 
year. 

The shooting provided a 
boost to the launch of a new 
government -propaganda 
campaign against the Eta 
militants, involving a contro- 
versial video issued by the 
interior ministry and aimed 
at opinion-makers outside 
Spain. 

The video charts a 30-year 
campaign of Eta violence 
that has claimed 761 victims, 
305 of them civilians. Tbe 
video seeks to counter the 


■'freedom fighter” image that 
the separatist organisation 
has sought to project by 
focusing on democratic free- 
doms In Spain, the carnage 
caused by Eta car bombs and 
the public outrage over ter- 
rorist tactics. 

However, the campaign 
was criticised by the Basque 
provincial government, 
which enjoys wide-ranging 
home rule powers and is run 
by moderate nationalists. It 
accused tbe Interior ministry 
of breaking away from a con- 
sensus on how to deal with 
terrorism. 

Officials in Madrid said 
that although the video was 
"tough", the reality of Eta 
terrorism was “tougher still” 
and that no consensus was 
required to highlight it to 
the rest of tbe world. 

Yesterday's shootings are 
likely to prompt protest dem- 
onstrations by Eta support- 
ers and put further strains 
on the uneasy alliance 
against terrorism between 
moderate nationalists and 
Madrid-based politicians. 
The moderate Basque 
Nationalist party is fre- 
quently accused of being 
lukewarm in the all-party 
attempt to isolate the radi- 
cals and it is accused by 


Herri Batasuna, the political 
party that supports Eta, of 
collaborating with the cen- 
tral government 
The 15-minute video, 
which has already been 


screened by the state-owned 
television networks, will be 
given today to press attaches 
at Spanish embassies in 
Europe, the Americas and 
North Africa who have been 


recalled to Madrid in order 
to co-ordinate the interior 
ministry's propaganda drive 
against Eta. Officials said 
diplomats will deliver the 
videos, which have been 


recorded in five languages, 
to opinion-makers in the 
countries where they are 
serving. 

They said they were espe- 
cially concerned about “dis- 
torted" views in specific 
countries such as Belgium. 
Mexico and Venezuela where 
the government has in the 
past encountered difficulties 
over extradition requests for 
wanted Eta members. 

The ministry believes 
between four to six Eta units 
are operating in Spain, each 
comprising four members, 
and that an estimated 200 
members of the organisation 
are “in reserve” outside 
Spain mostly in France. 

The unprecedented video 
initiative seeks to maintain 
the momentum of public 
revulsion that followed the 
shooting on July 12 by Eta of 
Miguel Angel Blanco, a 
young councillor in the 
Basque town of Ermua who 
had been kidnapped by sepa- 
ratists 48 hours earlier. He 
was killed after the govern- 
ment refused to regroup 
jailed members of the organ- 
isation in prisons in or near 
the Basque Country. Hun- 
dreds of thousands of people 
took part in protests against 
Eta. 


Norwegian parties begin talks on coalition 


By Tim Burt In Stockholm 

The three political parties hoping 
to form a coalition government in 
Norway yesterday began talks 
aimed at establishing a common 
policy platform. 

The Christian People's party, or 
Christian Democrats, said the dis- 
cussions with the Liberal and Cen- 
tre parties - expected to last about 
three weeks - would try to resolve 
policy differences, particularly over 


Norway's membership of the Euro- 
pean Economic Area. 

The Centre party opposes Norwe- 
gian membership of the EEA. while 
the Liberals and Christian People's 
party support it. The parties are 
also at odds over taxation, with the 
Liberals seeking cuts in income tax 
while tbe Centre and Christian 
People's party are calling for 
increases for high-wage earners. 

Both the Liberals and Christian 
People's party, meanwhile, oppose 


Centre party demands for Norwe- 
gian oil output to be cut by 10 per 
cent to preserve natural resources. 
If the differences can be resolved, 
the parties are expected to form a 
centre-right coalition next month 
following resignation of the minor- 
ity Labour government. 

Tborbjorn Jagland, the prime 
minister and Labour party leader, 
has vowed to resign after failing to 
capture 36.9 per cent of the vote in 
this month's parliamentary' elec- 


tion. Mr Jagland is likely to offer 
his resignation after presenting the 
outgoing government’s annual bud- 
get on October 13. 

King Harald is expected to ask 
Kjell Magne Bondevik. parliamen- 
tary leader of the Christian 
People's party, to form a new 
administration even though the 
prospective Centre government - 
as the coalition is to be known - 
polled only a combined 26 per cent 
of the vote. Labour, by comparison- 


polled 35.2 per cent 
Gunnstin Inste Fjord, a political 
adviser to Mr Bondevik. said yes- 
terday that one of Mr Bondevik's 
main priorities was to seek support 
from his coalition partners against 
Norway signing the Schengen 
treaty, which seeks to lift border 
controls among EU member states. 
Although Norway voted in 1994 to 
re main outside the EU the previous 
government supported moves to 
sign the Schengen treaty. 


Polish left prepares 
for opposition role 


By Christopher Bobinski - 
in Warsaw . 

Poland's Democratic Left 
Alliance (SLD), the group of 
the reformed communists, 
yesterday relinquished hope 
of finding coalition partners 
for another four years in. 
government and "declared it 
was ready to go into opposi- 
tion. It said it would support 
economic reforms as well as 
the country's efforts to join 
the European Union. 

With final results of last 
Sunday’s election due to be 
published, today, the victori- 
ous Solidarity Electoral Alli- 
ance CAWS) is preparing for 
tal ks with the pro-business 
Freedqm Union (UW) on the 
terms 'for setting up a major- 
ity government coalition 
-which would leave the SLD 
isolated in parliament 

Meanwhile Aleksander 
Kwasniewski, who led tbe 
former . communists unto he 


was elected president two 
years ago, is positioning 
himself for a spell of cohabi- 
tation with the fiercely anti- 
communist AWS and the 
UW at the risk of worsening 
relations with the SLD. 

Yesterday SLD officials 
criticised Mr Kwasniewski 
for suggesting that the party 
should sack Jozef Oleksy, 
their leader, at the former 
communists’ next congress 
In December. Jerzy 
Szmajdzinski, the party's 
general secretary, said yes- 
terday that public criticism 
of Mr Oleksy by the presi- 
dent only strengthened his 
position in the party. 
Although it lost power, the 
SLD performed strongly in 
the election. 

Mr Kwasniewski’s attack 
on Mr Oleksy is designed to 
win favour with the Free- 
dom Union, which would 
regard the idea of an alliance 
with the SLD more favoura- 


bly if Mr Oleksy was 
dropped. 

Mr Oleksy was forced to 
resign as prime minister two 
years ago after unsubstan- 
tiated accusations of spying 
for the Russians were made 
against him. 

Yesterday Leszek Miller, 
who is a contender for the 
SLD leadership, hinted that 
the alliance would like to see 
a mid-term switch in alli- 
ances by the Freedom Union. 
Mr Miller said that the SLD 
would not necessarily stay 
in opposition for the entire 
four years of the new parlia- 
ment 

Mr Kwasniewski has also 
revealed that he played a 
role in securing the recent 
pardon for Ryszard Kuklin- 
sH. a senior Polish officer 
who spied for the United 
States from 1972 to 1981, 
whose case had become a 
cause cilebre for the right 
wing of the AWS. 


Bangemann call 
for aerospace 
restructuring 


By Emma Tucker in Brussels 

The European, aerospace 
industry is too fragmented 
and' is in urgent need of 
restructuring, according to 
a Commission report to 
European Union govern- 
ments presented yesterday. 

Speaking in the wake of 
the merger between Boeing 
arid McD o nnell Douglas, Mr 
Martin Bangemann, the EU 
industry commissioner, said 
Europe’s civil and m i l i t ar y 
aircraft and components 
makers had to be regrouped 
to prevent them being wiped 
out by bigger players. 

He uM tbe US industry 
had been rationalised from 
20 companies in 1980 to just 
three mafa suppliers now. 
By contrast Europe still had 
-six 'companies making civil- 
ian aircraft, six making 
fighters, three helicopter 
producers, 12 missile pro- 
ducers, six big defence elec- 
tronics companies and five 
mawnfa c iu rers in the field of 
satellites. 

“Bren, if all these , firms 
were to merge, they would 
still he smaller than Boe- 
ing,” said Mr Bangemann. 

He also suggested compe- 
tition rales ought to be 
relaxed topermit restructur- 
ing.. The. Commission had 

-made a huge mistake when 
in 1990 it blocked Aerospa- 
tiale , of France and Italy's 
Aleiila from baying de Hav- 
ffiand of Canada far fear it 
wonld create a dominant 
position in the market for 
regional aircraft 


Europe’s share of the mar- 
ket, which had stood at 70 
per cent was now 3 per 
cent: “Now' we are being 
over tflhwn by the Brazilians 
and the Indonesians.” 

The paper sets ont the 
pros and cons of various sce- 
narios. Mr Bangemann said 
he favoured restructuring 
into clusters covering sev- 
eral market segments. They 
could be sector-specific or 
multi-sectoral. 

He said he hoped Euro- 
pean governments would 
heed the Commission, which 
has no power in the defence 
field. Responsibility for 
restructuring lies with the 
industry itself and national 
governments. However, he 
put forward a series of 
recommendations for help- 
ing the process along: 

• Making aerospace a pri- 
ority for EC-fonded research 
programmes. 

• Increasing com p etition in 
the defence sector by 
extending single-market 
rales on public procurement 
to cover it. 

• Rapid adoption of the 
European Company statute 
which would make it easier 
for companies such as Air- 
bus, the four-nation consor- 
tium, to establish itself as a 
single private company. 

• Creation of a European 
Civil Aviation Authority to 
ensure a uniform certifica- 
tion process. 

• Intensifying of European 
standardisation activities to 
stop US industry norms hav- 
ing a global monopoly. 


Macedonia 
agrees 
bank sale 

Macedonia hag taken a step 
towards financial stability 
by agreeing to sell a control- 
ling stake in Stopanska 
Banka, its biggest commer- 
cial bank, to three interna- 
tional investors, Kerin Hope 
reports from Athens. 

Confidence in the former 
Yugoslav republic's banking 
system was shaken by the 
collapse in February of pyra- 
mid finance schemes oper- 
ated by several private 
savings institutions. One 
savings house. TAT, col- 
lapsed after Investing an 
estimated $10m in schemes 
in neighbouring Albania. 

The arrest of Tome Nenov- 
skt depoty governor of the 
central bank, for alleged 
involvement in tbe scandal 
highlighted the problems of 
regulating Macedonian 
banks and savings houses. 

The finance minis try has 
approved the sale of 55 per 
cent of Stopanska to Giro 
Credit, the Austrian bank, 
the European Bank for 
Reconstruction and Develop- 
ment and the International 
Finance Corporation, the pri- 
vate sector lending arm of 
the World Bank. 

Giro Credit will take a 36 
per cent stake in Stopanska 
and will manage the bank. 
The deal is valued at 
DM31 .7m ($17.6m), Stopan- 
ska officials said. 

“The introduction of west- 
ern banking practices at Sto- 
panska should help promote 
confidence in the banking 
system and - also provide a 
reliable channel for disburse- | 
ment of International fund- 
ing,” a - Macedonian official 
said. 



Mind over Matter. 


If business risk is looming large in your choughcs, we can 
cake a load off your mind. As the newest business unir 
of Swiss Re, we’ve been set up to concentre re on the most 
complex risk-financing problems. Our mission is to 
develop new ways to reduce your risk exposure, prudently 
and profitably. Through the power of thought. 

Our experts work side by side in multidisciplinary 
teams, creating tailor-made solutions for each client. We 
have developed a range of integrated risk management 
programmes. Innovative strategies include sophisticated 
financial instruments for transferring risk to the capital 


markets. Or, our exclusive Multiline Aggregated and Com- 
bined Risk Optimization programme manages efficiently 
a company’s exposure to risk through a uniform financial 
treatment of different classes of risk. 

We bring impressive leverage to bear: the extensive 
expertise and the full global resources of the entire 
Swiss Re Group. Unburden your mind of risk by faxing 
us on +41 1 285 24 07 in Zurich or +1 212 317 56 28 
in New York, or visit us on the Internet: 
www.newmarkecs4iwissre.com 
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Before you 
make a move 

talk to the 

PRO 

BUSINESS 

authority in 
Somerset 


Sedgemoor in Sommer s a 
pro-buftesenworanonc. ft also 
happens to be one of the best 
lo cat i ons for business In the 
courtly- with prime sites located 
an the M5 Motorway And It’s a 
beautiful part of England. 

Before you make a move, takes 
ie. Ybul ftid well bond over 
backwards to help. Our 
Mormadon pack bxfodes useful 
and practical advice on a wfde 
range of important issues, such as: 

PROPERTY REGISTER 

- Lists vacant land and preraes. 

INDUSTRIAL 
ESTATES REGISTER 

- A Bst of companies on the maft 
and what they da 


We an also ceS you dl you need to 
know about: 

■ Sites •Constructfon 

• Premises • Local Economy 

■ W orkfo rce 

• Finance • Housing 

• Education aid recreation. 

Cal Mira Franck an 

01278435300 

FAX 01278 444076 

DX No. 80619. Bridgwater 
Send oxjpon below or attach your 
harness card to dead and naito 

the address below 


TALK TO 

Se dae moor 

— J IN SOMERS r 


THE PRO-BUSINESS 
AUTHORITY 


la Mik e French. 

Eco n omic Development Manager, 
Sedgemoor District Cound, 
Bridgwater, Somerset TA63AR. 

Send me the has on Sedgemoor h 
Somerset as a business location. 
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NEWS: WORLD TRADE 


Clinton in fast-track plea to unions 


By Nancy Donna 

in Washington 

US President Bill Clinton 
yesterday urged US labour 
unions not to practise "the 
politics of abandonment" by 
turning against Democrats 
who support his bid for new 
trade negotiating authority. 

The unions oppose "fast- 
track” negotiating authority 
under which Congress prom- 
ises not to amend completed 
trade deals but to vote them 
through or turn them down. 
Union leaders argue that 
trade liberalisation leads to 
the loss of American jobs to 
low-wage countries. 

The president hopes to 


counter some union opposi- 
tion and spoke after the 
AFL-CIO, the umbrella 
group for most US labonr 
unions. spent $im on anti- 
fast-track television adverts' 
targeted towards 13 districts 
of undecided congressmen 
and California. Rallies, dem- 
onstrations and mail cam- 
paigns are planned through- 
out the country. 

Speaking at an AFL-CIO 
convention. Mr Clinton was 
greeted with polite applause 

- and a few hisses and boos 

- as he reeled off his admin- 
istration’s achievements. “I 
have vetoed every piece of 
anti-labour legislation that 
has crossed my desk and win 


continue to do so.” be said. 

Many congressmen, wbo 
agree with him on trade, 
also stood on the side of 
labour on healthcare, educa- 
tion, and environment, he 
said. “They fought with you 
against attempts to repeal 
the prevailing wage law. to 
weaken unions and work- 
place health and safety laws. 
They did so in the face of 
intense pressure." he said. 

Mr Clioton outlined bis 
trade policies and said that 
without export expansion 
the US could not continue to 
create “good jobs”. Most of 
the future growth will be in 
the 20 developing countries 
which will move into the 


r anks of middle Income 
nations in the next century, 
he said. 

“IT we want to keep the 22 
per cent of the world’s 
wealth we have as 4 per cent 
of the world’s people, then 
we have to seU something to 
the other 96 per cent” 

Mr Clinton warned that 
European leaders "have 
gone to South America to 
tell them that the US no lon- 
ger cares about their mar- 
kets or the co-operation and 
leadership that goes along 
with working with them." he 
said. “They say that their 
future should be with 
Europe and they should 
organise to give Europe con- 


siderations and -breaks in 
opening their markets and 
Leave us out." 

The US had to recognise 
the world economy was “on 
a fast track". “Every month 
- every month - millions 
and millions of new contacts 
are made on the internet. It’s 
exploding like nothing ever 
has, creating all of net- 

works of commerce. - ■ We 
have to figure out know it 
will work for us." 

Ron Carey, president of 
the T eamst ers union, which 
got help from Mr Clinton in 
the recent UPS strike, 
accused Him of tilting “more 
toward big business than 
toward working families". 


Telecom 
carriers 
to fight 
cuts in 
charges 

By Lovuse Lucas 
in Hong Kong 

Hongkong Telecom is 
joining moves to challenge 
US regulators’ proposals to 
reduce charges for interna 
ti fi nal calls. 

KDD. Japan's largest inter- 
national telecommunications 
carrier, said this month it 
would take legal action 
against an attempt by the 
US Federal Communications 
Commission to cut the inter- 
national settlement rates 
that carriers in one country 
pay to have their calls com- 
pleted in another. 

Hongkong Telecom said 
yesterday it expected the 
petition to be supported by 
other telecoms companies in 
the region. 

The FCC last month 
moved to mandate lower US 
settlement rates within the 
next four to five years. 

“Asian carriers feel very 
strongly about this unilat- 
eral move by the FCC." the 
company said. “Should it go 
ahead, the whole telecoms 
scene in the region will be 
thrown into chaos." 

Lower tariff rates in the 
US means there are more 
outgoing calls to Asia than 
incoming to the US - result- 
ing in' a net payment to 
Asian carriers for complet- 
ing the calls. 

According to Merrill 
Lynch. US carrier net out- 
payments to foreign tele- 
coms companies totalled 
S5.4bn last year, with Asian 
countries such as China. 
Hong Kong and India among 
the highest net recipients. 

According to Gautam 
Kapoor, regional telecoms 
analyst at ING Barings, net 
earnings at Hongkong Tele- 
com will decline 9.5 per cent 
as a result; those at Singa- 
pore Telecom will drop by 
just 1.7 per cent 
Analysts put the revenue 
loss to Hongkong Telecom at 
around T160m. a reflection of 
the high US settlements paid 
to the carrier. It is estimated 
that it receives more than 
3200m in payments from the 
US. 

Hongkong Telecom and 
KDD of Japan are taking the 
mast aggressive stance 
against the FCC because 
they would be the worst hit. 
KDD estimates that its 
receipts from US carriers 
would be reduced to one- 
third of their current level. 

Hongkong Telecom says 
that reducing its settlement 
rate from the current 46 US 
cents to seven US cents - 
over a staggered timetable - 
would also have implications 
for its domestic calls, which 
are free of charge except 
from public call boxes. 
Under a cross-subsidy 
arrangement agreed with the 
Hong Kong telecoms regula- 
tor. 29 of the 46 cents are 
used to subsidise local calls 
- a system in operation 
throughout Asia. 

Adam Quinton, regional 
telecoms analyst at Merrill 
Lynch, said the main way 
Hongkong Telecom could 
recoup revenue was by cut- 
ting its net outpayments to 
China Telecom, the 
operations arm of the Minis- 
try of Posts and Telecommu- 
nications. This would 
require sensitive renegotia- 
tions over Interconnection. 


Unhappy South Africans 
sign up for Lome treaty 


Mark Ashurst 
reports on the 
troubled trade 
relations 
between the EU 
and Pretoria 

A s Europe’s trading 
partners in Africa, 
the Caribbean and 
the Pacific begin discussing 
the future of the Lome Con- 
vention. their newest recruit 
is trying to repair its reputa- 
tion as a thorn in the side of 
the European Union. 

Lome ID. the current ver- 
sion of the 22-year-old treaty 
governing trade relations 
between the EU and some of 
the world's poorest coun- 
tries. expires in 2000. Recent 
talks to establish common 
interests among the APC 
countries have coincided 
with South Africa’s immi- 
nent admission as the 71st 
member. 

South Africa is expected to 
accept “qualified" member- 
ship of Lomd later this year 
after almost three years of 
fraught negotiations 
between Pretoria and Brus- 
sels. 

Admission would mark the 
end of the first phase of 
negotiations between the EU 
and post-apartheid South 
Africa, which one European 
diplomat .recently described 
as “one of the most trouble- 
some bilateral [trade] deals 
ever negotiated”. 

The problem has been a 
clause stating that any 
South African-made materi-. 
als included in exports from 
other Lome members will be 
exempt from European 
import tariffs only on an “ad 
hoc" basis. A precise defini- 
tion of the restriction - 
which in theory means every 
EU import containing South 
African produce must be 
assessed on a case-by-case 
basis - will be decided by a 
bilateral committee. 

The committee is expected 
to begin work next month. 
But after three years of lob- 
bying for more generous 
concessions from the EU, 
South African officials doubt 
the committee is a sympa- 
thetic forum to resolve their 
grievances. 

The ad hoc clause is a 
glaring discrimination 
against South Africa, and it 
has landed our neighbouring 
countries in an unenviable 



Grapes being harvested hi the Cape: European farm interests are hostile to South African 
agricultural exports 


position." said Willem Bos- 
nian, a director in South 
Africa's department of for- 
eign affairs. 

Although most sub-Saha- 
ran countries have already 
approved the terms of South 
Africa’s entry to Lome, 
many of its neighbours hope 
closer economic ties with the 
continent’s biggest economy 
will herald new investment 
from Johannesburg. 

These aspirations, which 
could be jeopardised by the 
“ad hoc" clause, afford Pre- 
toria a last opportunity to 
bid for more favourable trad- 
ing teems from the EU - 
ostensibly in the Interests of 
its poorer neighbours. 

In the eyes of the EU. 
South Africa does not qual- 
ify for preferential trading 
conditions and European aid 
granted to other poorer 
Lome members. Southern 
European countries, led. by 
Spain, are understood to be 
hostile to the threat South 
African exports would pose 
to their own agriculture and 
fisheries. As a result, the 
principal benefits of Lom£ 
for South Africa will be con- 


fined to access to the Euro- 
pean Development Fund, 
which finances private-sec- 
tor development in ACP 
countries. 

However. South African 
companies benefit from a 
concession allowing their 
products to be included in 
goods exported to Europe by 
other Lome countries. This 
is intended to help other 
ACP countries by encourag- 
ing South African invest- 
ment in new export indus- 
tries in neighbouring 
countries. 

There is some evidence 
that this is already taking 
place in Botswana and Zim- 
babwe. but officials in Pre- 
toria say regional invest- 
ment could be stymied by 
the “ad hoc" clause. 

“We cannot ratify some- 
thing that would be a hin- 
drance to our neighbours,” 
said Elias Links, the South 
African ambassador to the 
EU in Brussels. In spite of 
South Africa’s importance to 
the region - and the ELTs 
support in principle for a 
concession - the “ad hoc” 
clause takes precedence over 


South African imports from the EU 
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a complex formula, of multi- 
national trade regulations 
embodied in the EC’s “rules 
of origin c umulation 1 *- 

“At the moment there Is 
no encouragement for any- 
body to start planning any 
kind of co-operation. It is 
important to our neighbours 
that we should ratify, and it 
is also important for the 
EU." Mr Bosnian says. 

He predicts that if South 
Africa wins the support of 
its neighbours in the 
Southern African Develop- 
ment Community - coun- 
tries which he describes as 
being “in thejirst line of suf- 
fering" - the EU could be 
“embarrassed” Into further 
concessions. “If South Africa 
does not join, it would be a 
betrayal of the developing 
world on technicalities." he 
says. 

But time is not on Pre- 
toria’s side. The enthusiasm 
of EU commissioners to help 
rebuild South African indus- 
try after years of isolation 
has waned In the past three 
years. Most diplomats expect 
last week's decision to ratify 
Lome will ease pressures on 
the bilateral committee to 
revise the terms of its mem- 
bership. Only then can both 
sides resume bilateral talks 
on a free trade area between 
South Africa and Europe 
within 12 years. 

Brussels has already prom- 
ised to help South African 
companies “adjust?* to a 
more competitive environ- 
ment, and Pretoria is wary 
of forfeiting that “Now we 
have the milk," says Mr Bos- 
nian, “we must be careful 
not to spill ft." 


WTO report praises Chile’s 
efforts at trade liberalisation 


By Frances WHKams 
in Geneva 

Two decades of trade 
liberalisation and economic 
reform have helped fuel 
Chile’s enviable growth rate 
and contributed to lower 
inflation, the World Trade 
Organisation says in a report 
published yesterday. 

But the WTO's economists 
warn that Chile’s current 
preoccupation with regional 
trade agreements has 
increased the complexity of 
the country’s trade regime 
and may be producing a mis , 
allocation or resources. 

The country's policy of 
“growth with equity" was 
widely praised by fellow 
WTO members when the 


report was discussed this 
week, trade diplomats said 
yesterday. The Chilean econ- 
omy has grown by 6 per cent 
a year since 1990. and high 
savings and investment are 
expected to sustain this 
trend. 

However, the WTO notes 
that despite diversification 
Chile's trade balance 
remains heavily dependent 
on copper exports. Primary 
goods, including copper, 
fruit, wine, forest and fish 
products, represent 85 per 
cent of exports. Only about 
10 per cent of Chile’s exports 
are manufactures, mainly 
processed from natural 
resources. 

In addition, a "dualism" 
has appeared In Chilean 


agriculture between the effi- 
cient fruit and forestry 
export sectors and less com- 
petitive domestic prod action 
which enjoys a measure of 
trade protection, the WTO 
secretariat suggests. 

The report also expresses 
concern over the many 
regional trade arrangements 
in which Chile is now 
involved. 

It has bilateral trade agree- 
ments with Canada. Mexico, 
Colombia, Ecuador and 
Venezuela and is an associ- 
ate member of the Mercosur 
customs union which groups 
Argentina. Brazil, Paraguay 
and Uruguay. 

Chile is also a member of 
the Asia-Pacific Economic 
Co-operation forum, is nego- 


tiating an accord with the 
European Union and hopes 
to become a member of the 
North American Free Trade 
Agreement linking the US, 
Canada and Mexico. 

The WTO says these agree- 
ments have resulted in dif- 
ferent treatment for Chile's 
trading partners, for exam- 
ple on roles of origin, as well 
as disparities between indus- 
trial sectors facing varying 
timetables for tariff reduc- 
tions. 

The report notes that both 
for goods, where Chile plans 
to reduce Its current uniform 
tariff of II per cent to 8 per 
cent, and for services Chile's 
market is far more open 
than its commitments in the 
WTO specify. 


The bottom line... 


i 





“When we looked at establishing an operation at Dubtin's lntematkmal RnandaS Services Centre, 
we were reafiy impressed by the Quality of people with experience of the life assurance industry. 
/.■ . - • . Our decision to proceed with the venture has been fufly justified* 

Clfve Cowdery. Chief Executive. Scottish Amicable International Assurance. 


Japan targets 
Europe in car 
export drive 


By MicMyo NaKamoto 
in Tokyo 

Japanese car manufacturers 
are boosting their exports to 
Europe because of a slump 
in the domestic market and 
growing friction over 
Japan’s trade surplus with 
the US. 

Monthly car exports to 
Europe have risen by double 
digits for most of this year, 
surging in the months after 
Japan's consumption tax 
was raised in April and 
growing 55 per cent year-on- 
year in June and 50 per cent 
in July. 

The.sharp rise In Japanese 
vehicle exports to Europe 
has been a significant fector 
behind Japan's growing 
trade surplus with the Euro- 
pean Union, which increased 
96 per cent in August to 
Yl50bn ($L2bn). 

The trend to target Europe 
is expected to continue as 
domestic sales have fallen 
every month, since ApriL 

Mitsuo Horiuchi, minister 
of International trade and 
industry, yesterday said be 
would ask Japanese car- 
makers for restraint in 
exports to the US because of 
concerns that the United 
States Trade Representative 
could include Japan on its 
so-called Super 301 walchlist. 

Toyota's president, Hiroshi 
Okuda, said his company 
had not increased exports to 
the US for fear of rekindling 
trade friction. 

Against this background. 


“there is no question that 
Europe has been made the 
target of Japanese car- 
makers* attempts to counter 
the weakness of tbe domes- 
tic market," said Takaki 
Nakanishi. industry analyst 
at Merrill Lynch in Tokyo. 

While the yen’s weakness 
against European currencies 
has been a factor behind 
higher exports, the launch of 
new models and strong mar- 
keting efforts indicate that 
Japanese carmakers are 
pushing into Europe more 
aggressively than in the 
past, analysts believe. 

In particular, manufactur- 
ers are aiming at tbe market 
for smaller vehicles, with 
engine capacities of between 
one litre and 1.5 litres, said 
Christopher Red], industry 
analyst at ING Barings in 
Tokyo. 

“There is a clear sign that 
Japanese carmakers are 
going for first-time buyers, 
to cultivate their foothold in 
the European market just as 
they did in the US." he 
notes. 

Japanese carmakers hare 
exported about 61 per cent of 
the volume allowed under a 
monitoring agreement 
between the EU and Japan. 

This agreement calls for 
Japanese vehicle Imports 
into the EU to remain under 
1,092.000 units in the 1997 
calendar year. 

Analysts expect the Japa- 
nese to increase their share 
of the EU market once moni- 
toring is abolished after 1999. 


NEWS DIGEST 


Egypt shipping 
monopoly ends 

Egypt has ended a 30-year state maritime monopoly by 
allowing private sector shipping companies to export from 
Egyptian ports. In the first step towards a radical reform 
of export-related services and institutions, the state- 
owned Egyptian Maritime Navigation Company (EMNC1 
will face competition from at least four partnerships 
which Egyptian companies are in the process of establish 
ing.with foreign shippers. New Egyptian shipping com pa - 
nieewfll be required to have a minimum capital of E£25m 
(17.3m); . 

Until uow EMNC has dominated exports and been given 
priority as an importer unless its ships are unavailable. 
Both areas will now be open to the private sector. The 
government also intends to allow private sector shipping 
agencies to operate. 

Egyptian maritime transport costs are up to 27 per cent 
higher than those erf its neighbours- Mark Huband, Cairo 

■ AIRCRAFT SALES 


Northwest orders 50 Airbuses 

Northwest Airlines of the US has ordered 50 Airbus A319 
aircraft and has taken options on 100 more. Delivery of 
the single-aisle, twin engined aircraft is to begin in mid- 
1999. The aircraft, which carry 124 passengers, will be 
powered by engines manufactured byCFM International, 
a joint venture between General Electric of the US and 
Snecma of France. The order is In addition to the 20 Air- 
bus A320s that Northwest ordered last year. 

Michael Skapinker, Aerospace Correspondent 

ISRAELI TEXTILES 


Ties forged with neighbours 

Israeli textile industries, undeterred by a statement in 
Middle East peacemaking, are con tinuing to forge ties in 
neighbouring countries. IsraeTs Manufacturers' Associa- 
tion said yesterday. ' 

Tbe organisation, which represents the Israeli indus- 
trial sector, said more than 20 Israeli textile companies 
bad set up factories m neighbouring countries in recent 
years. The industry has established a presence in Egypt, 
the Palestinian Authority, Turkey and Jordan. Mr Danny 
Leish, spokesman for the Manufacturers' Association, 
said leading Israeli textile companies such as Delta and 
Castro had created 4,000 jobs in Jordan alone. “Israeli tex- 
tile companies have no choice bnt to more abroad where 
wages are lower in order to remain profitable," he said. 
The Israeli textile companies plan to strengthen ties with 
neighbouring countries in tbe coming years, in an effort 
to help bolster peace and underpin regional security 
through economic co-operation. Avi Machlis. Jerusalem 

BSE PROTEST 


EU directive angers US 

US meat groups yesterday urged the Clinton administra- 
tion to protest against a European Union directive which 
includes tbe US among countries whose animal products 
could be banned for harbouring “mad cow" disease. The 
ban is expected to take effect on January l and was 
announced by the EU form commissioner. Franz Fischler 
who said US meat products could contain “mad cow” dis- 
ease, or bovine spongiform encephalopathy (BSE). 

No US cattle have been diagnosed with BSE, and admin- 
istration officials should approach the World Trade 
Organisation to protest about the EU move, said the 
American Meat institute. “In tile absence of BSE, there is 
no basis on which to ban specified risk materials," it 
said - AP-DJ! Chicago 
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As one of the world's leading 
groups in Life Sciences and Industry, 

Hoechst 
is listed on the 
New York Stock Exchange. 

we're pleased to introduce our 
company to Wall Street. 




Hoechst (say “Herkst*) stock 
offers a wealth of new opportunities 
for investment in health care and 
agribusiness - our core activities. 
Markets that, more than others, 
promise to grow at an above-average 
rate. 

We’re in the process of strength- 




ening our position in the field of 
biotechnology. This will help us 
develop innovative drugs and 
advanced crop protection products. 

And that’s progress we want to be 
part of. 

Hoechst AG, D-65926 Frankfurt 
http://www.hoechst.com 


Hoechst is an international group 
of companies spearheading inno- 
vation in life Sciences and Industry , ; 
With more than 140,000 people 
worldwide, last year’s sales totalled 
$ 34 billion. 
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NEWS: ASIA-PACIFIC 


Daiwa’s top 

executives 
to step down 


By Gil Han Tett in Tokyo 

Daiwa. Japan's second 
largest broker, yesterday 
announced its president, 
chairman and five other 
senior executives would 
resign next week over recent 
extortion scandals. The 
move follows allegations 
that the company made pay- 
ments to corporate racke- 
teers, known as sokaiya in 
Japan. 

It comes after three other 
Japanese companies - the 
brokers Nomura. Yaxnaichi 
and Daj-Jchi Kangyo Bank - 
have implemented similar 
reshuffles after being 
accused of making illegal 
payments in a related scan- 
dal. 

Consequently, the resigna- 
tions at Daiwa mean that 
more than 50 senior Japa- 
nese financial executives 
have resigned over the scan- 
dals. since they emerged this 
spring. And it boosts expec- 
tations that the scandals will 
result in almost the entire 
top management at Japan's 
largest brokers being 
removed as the country pre- 
pares for its "Big Bang" 
financial deregulation. 

In particular, expectations 
are rising that Nikko - the 
only one of the top four bro- 
kers which has not yet 
removed any management - 
will make similar reshuffles 
in the coming days. 

The scandals centre on 
allegations that several Jap- 
anese companies have been 
makin g illicit payments to 
Ryuichi Koike, a well known 
sokaiya. These have oper- 
ated by demanding payment 
from companies in exchange 
for not revealing sensitive 
information about them. 

Nomura and DKB have 
already admitted making 
such payments and have bad 
part of their domestic 
operations suspended for 
several months as a result 
Yam aj chi has been officially 
accused of similar crimes, 
and is expected to face a pen- 
alty soon. 

Until recently Daiwa 


strenuously denied it had 
paid sokaiya. However, last 
week Tokyo prosecutors 
indicated they now had 
evidence that the broker had 
made illegally compensated 
Mr Koike by mixing up 
client and proprietary 
trading deals. 

Though the group has not 
officially admitted it made 
such payments, the 
resignations mark an 
attempt to win back investor 
confidence - and prevent 
companies cutting business 
ties with the scandal-tainted 
group. 

The reshuffle replaces the 
current president. Motoo 
Esaka. with Yoshinari Hara, 
54, a former managing 
director. Sadakane Doi, 
chairman, will be replaced 
by the current vice 
president, Tomoaki Kusuda, 
59. Five other top directors 
will also resign, although in 
line with Japanese practice 
they are likely to be retained 
In the company as 
"advisers". 

The new president and 
chairman appear to have 
been chosen because neither 
has had connections with 
the sokaiya scandal. Both 
men are str iking ly younger 
than their predecessors. 

Some analysts hope that 
the latest reshuffles win let 
companies such as Daiwa 
implement sweeping internal 
reforms to prepare for "Big 
Bang”. 

At Nomura, for example, 
the scandal Is being used 
as an excuse to posh 
through a range of changes 
in the company's internal 
structure and promote more 
staff with international ; 
experience. 

However, others question 
whether Daiwa is committed 
to implementing as 
significant a degree of 
internal change as Nomura. 
In contrast to the new leader 
of Nomura. Junicfai Ujiie, 
neither of the new Daiwa 
leaders has served In senior 
management positions over- 
seas. 


Depositors flee Malaysian finance group 


By James Kynge m Kuala Lumpur 

Scores of customers besieged 
branches of Malaysia's largest 
finance company yesterday in the 
country's first run by depositors 
since the turmoil in south-east 
Asia's financial market began more 
than two months ago. 

Bank Negara, the central bank, 
moved swiftly to urge calm. It 
pledged to support the company. 
MBf Finance, with sufficient funds 
to match withdrawals if this 
became necessary. 

“Bank Negara Malaysia would 
like to reassure depositors that 
there is no cause for alarm.” the 
bank said. "The public should 
remain calm and not resort to pre- 
mature withdrawals which could 
cause them to lose interest 
accrued.” 


The run was the latest sign of 
the nervousness which has spread 
through the region's financial sys- 
tem since the devaluation of the 
Thai currency, the bbaL in early 
July threw currency and stock 
market into turmoil. 

In Indonesia, a list of troubled 
domestic banks that circulated in 
Jakarta this week was said by one 
western securities company to 
have been drawn up by the Indone- 
sian central bank. 

In the Philippines, banking 
industry shares have been driven 
down by rumours of fresh corpo- 
rate loan defaults. These rumours 
have not yet been confirmed. 

The run on several of MBPs 151 
branches yesterday was triggered 
by rumours that Loy Hean Heong, 
chief executive officer of MBf 
group, was gravely ill or - accord- 


ing to some versions - had died. 
The company denied such talk 
with a faxed statement signed by 
Mr Lay. believed to be receiving 
medical treatment in Paris. 

Analysts said that, although Mr 
Loy's health was the immediate 
catalyst, the ran reflected frailty 
within Malaysia's financial system. 
Total loans this year are expected 
to come to 170 per cent of projected 
1997 gross domestic product - the 
greatest level of domestic indebted- 
ness In south-east Asia, according 
to Standard & Poor's, the interna- 
tional rating agency. 

Finance companies in Thailand, 
of which 58 are suspended, are con- 
sidered more vulnerable than 
Malaysian counterparts; the Thai 
companies have borrowed heavily 
overseas whereas the foreign loan 
exposure of Malaysian finance 


companies is much less. The 
Malaysian finance companies, with 
the notable exception of MBf, also 
tend to be subsidiaries of large 
banking groups, thereby lending 
them strength. 

One area of vulnerability appears 
to be finance companies* loans to 
stock market players and for 
vehicle hire purchase. The stock 
market has fallen by more than 40 
per cent since its February peak. 
Repossessions of cars from owners 
behind on their hire pur chas e pay- 
ments is now proceeding apace, 
executives said. 

There are signs too that deposi- 
tors are involved in a “flight to 
quality" from banks considered 
less secure to those better capital- 
ised, banking analysts said. 

Fanning the rumours is a shroud 
of secrecy which authorities have 


nnd over the financial community. 
Rank ers and stockbrokers have 
been Instructed to refrain from 
making negative comments on the 
Malaysian economy, so as not to 
undermine confidence. This policy 
has. however, had the effect of 
deepening a mood of mistrust. 

• Thailand said yesterday it 
planned to place 58 troubled 
finance companies under the 
supervision of a new super-body 
that would be independent of the 
central bank, which currently over- 
sees all frnanrifli institutions. “The 
Bank of Thailand's supervisory' 
department does not have the expe- 
rience to handle their problem," 
said Virabongsa. Ramangkura. the 
deputy prime minister, who added 
that the plan would be put forward 
to the Thai cabinet for approval 
soon. 


Japan tries to calm fears over regional fund 


By GiBlan Tett 

Tokyo plans to push ahead 
with controversial proposals 
to create an emergency fund 
to cope with currency crises 
in Asia, Hiroshi Mitsuzuka, 
Japan's finance minister, 
indicated yesterday. 

However, he insisted that 
such a hind would be "sup- 
plementary" to the Interna- 
tional Monetary Fund, in an 
apparent move to calm us 
concern over the initiative. 


“Tbe fund will not be com- 
peting with the IMF and 
other global organisations 
but will be a supplementary 
organisation - it will seek 
co-operation with other 
international institutions.” 
he said in Tokyo, after 
returning from the IMF and 
World Bank meetings in 
Hong Kong. 

However, his comments 
came amid continued signs 
that the proposals for a 
regional fund, aired in Hong 


Kong earlier this week, are 
generating considerable 
unease among western coun- 
tries. 

The proposals have trig- 
gered splits within Japan as 
well, not least because of lin- 
gering ambivalence about 
the extent to which Japan is 
willing to play a leading role 
in any regional grouping. 

Until recently, most senior 
Japanese officials were 
uneasy about a separate 
regional fund, preferring to 


promote the concept of IMF 
assistance. However, the 
concept of a regional fund 
has gained support from 
south-east Asian countries 
such as Malaysia in recent 
weeks, following the recent 
burst of currency volatility 
in the region. 

Mr Mitsuzuka startled 
some Japanese colleagues 
and western countries by 
apparently throwing his 
weight behind the concept in 
Hong Kong earlier this week. 


His move reflects growing 
support fen- the idea in some 
senior echelons of Japan's 
Minis try of Finance. Eisuke 
Sakakibara, Japan's vice 
minister of finance for inter- 
national affairs, has indi- 
cated in recent weeks that 
he believes the region needs 
stronger forms of regional 
co-operation. 

The controversy generated 
by tbe proposal means that 
Tokyo is unlikely to push far 
any excessively ambitious or 


rapid scheme, some officials 
suggested yesterday. 

Although it has • been 
suggested the fund's value 
could he fiOObn. Japan - 
which is likely to be the 
piain donor * is likely to 
favour something smaller, 
given the growing pressure 
on its budget. Japan is also 
likely to insist that money 
dispensed from such a fund 
should be given only if coun- 
tries agree to meet IMF-style 
r e f o r m conditions. 


Anwar calls for 



Anwar: market reaction was ‘excessive’ Tony Ana** 


monitoring of currency trading 


By John Ridding 
In Hong Kong 

Anwar Ibrahim, Malaysia’s 
deputy prime minister, yes- 
terday called on the Interna- 
tional Monetary Fund to 
help establish a global sys- 
tem for monitoring foreign 
exchange trading to help 
promote financial liberalisa- 
tion while avoiding destabi- 
lising consequences. 

The appeal to the IMF’s 
annual meeting conies amid 
upheavals in regional finan- 
cial markets which has dom- 
inated the agenda at the- 
gathering. Malaysia- has 
been among the worst 
affected countries, with the 
ringgit falling by more than 
20 per cent since Thailand 


triggered the crisis, with a 
July devaluation. 

“The Fund could promote 
international co-ordination 
in the supervision of finan- 
cial markets through' the 
establishment of a trade 
information system to allow 
authorities to monitor trad- 
ing activities,” said - Mr 
Anwar. 

. Sir Anwar, who ia also 
finance minister, said the 
Fund could also devise . a 
framework to Enable coun- 
tries to cope more , effec- 
tively with destabilising 
capital flows. "This frame- 
work could include rules 
and principles on .ethical 
and professional standards, 
stronger disclosure require- 
ments and regular contacts 


between the managers of 
leveraged funds and bank- 
ing supervisors,” he said, 
adding that new rules 
should apply to capital mar- 
ket participants as well as 
IMF members. 

Mr Anwar’s comments are 
the clearest statement so far 
of Malaysia's attempt to 
strengthen protection from 
financial market upheavals. 
He said the reaction of the 
markets had been ‘’exces- 
sive”, aggravated by 
“unscrupulous speculators” 
and that new mechanisms 
are required to support 
moves towards financial lib- 
eralisation. 

While seeking stronger 
defences against specula- 
tion, Mr Anwar underlined 


Malaysia's support for 
financial liberalisation: 
“Our commitment to a mar- 
ket-based financial sector 
started with the flotation of 
the ringgit as early as 1973, 
followed by liberalisation of 
the financial system.” 

The recent turmoil in 
south-east Asia did contain 
some positive elements, Mr 
Anwar said. “The expedi- 
tious response of the IMF 
and Asian countries in pro- 
viding a US517-2bo facility 
is a unique demonstration of 
regional solidarity.” He also 
signalled support for a 
regional fund as a means to 
support financial stability. 
The proposal, backed by 
Japan, has prompted con- 
cerns in the US and Europe. 
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Ministers quit 
in Australia 


John Howard. Australia's prime minister, came under 
pressure to reshuffle his cabinet yesterday after two 
ministers resigned over questionable claims for travel 
expenses. John Sharp, transport minister, resigned after a 
magazine revealed he had secretly repaid nearly A ©, 000 


(US$6,475) in travel claims he could not verify. Davjd Jull, 
minister. for administrative services, also resigned after 
covering up Mr Sharp's repayment 

Six ministers and parliamentary secretaries have 
resigned since Mr Howard’s government came to power in 
March 1996. Some MPs and government sources have 
suggested Mr Howard might use the departures to shuffle 
his front bench. 

Mr Sharp, who said he had committed no impropriety, 
added he had quit to avoid prolonging embarrassment for 
the government Elisabeth Robinson, Sydney 

■ VIETNAMESE PRESIDENT 


Surprise choice for leader 

Vietnam yesterday made a surprise choice for president 
picking Tran Due Duong, a little-known geologist, after 
months of wrangling over leadership changes. The move 
is part of the biggest reshuffle at the top of the 
Communist party in five years. Observers say it could 
breathe some life into stalled market reforms but it does 
not mark a breakthrough. 

That is likely to come once a successor has been found 
for tbe SO-y ear-old -party general secretary. Do MuoL who 
remains in the ruling troika until a special party 
conclave, possibly early next year. 

Foreign investors have grown sour on Vietnam because 
of high overhead costs, red tape and corruption. The 
International Monetary Fund wants Hanoi to commit 
itself to refor min g state-owned enterprises and revamp its 
creaking banking system - issues sidelined by the 
leadership succession question. Jeremy Grant, London 

■ SOUTH KOREAN ELECTION 


Kim resigns party post 


South Korean President Kim Young-sam resigned 
yesterday as head of the ruling New Korea party to help 
improve the image of the party’s presidential candidate, a 
party official said. Mr Kim's resignation allows the 
presidential candidate. Lee Hoi-chang, to take over the 
party’s leadership and distance himself from the 
unpopular former leader, a senior party official said. 

• Prosecutors yesterday arrested more executives of 
companies in a widespread contract bidding scandal that 
was a new blow to President Kim's government Insider 
bidding on more than 5,000 government-funded projects 
since 1995 Involved bribes of Won70bn ($7 8.6m), 
prosecutors said. Companies paid kickbacks to officials to 
learn tbe preferred bidding price on road, bridge, rail »nd 
other construction projects. Reuters. Sami 

FORMER INDIAN PREMIER 


Ground cleared for Rao trial 

Indians Supreme Court yesterday cleared the way for the 
trial of P.V. Narasinxha Rao. former prime minis ter, in a 
vote-buying case. If found guilty the former Congress 
parts’ chief could be given a jail sentence. 

A two-judge bench declined to block the framing of 
charges against Mr Rao. set for today, for c riminal 
conspiracy and abetment to bribery. The former prime 
minister has said he is innocent. The judges set October 
13 for a full hearing. Reuters. New Delhi 


China vows riot 
to flood market 
with new issues 


By John Ridding 
in Hong Kong 

China yesterday sought to 
reassure investors that plans 
to revive its ailing state sec- 
tor would not prompt a flood 
of new share listings on the 
Shanghai and Shenzhen 
stockmarkets. 

"There is no question of a 
further, quick market expan- 
sion in the near term," said 
a front page commentary in 
the Shanghai Securities 
News. "Authorities con- 
cerned have repeatedly 
stated that the pace of new 
listings will be controlled." 
Newspapers in Beijing and 
Shenzhen in southern China 
carried similar messages. 

Fears of increased supply 
led to sharp falls an the 
stock markets earlier this 
week, with the Shanghai 
market for A -shares, those 
reserved for domestic inves- 
tors, plunging by 6 per cent 
on Tuesday. The Shenzhen 
market fell even more 
sharply, losing 7.5 per cent 
of its value. Yesterday's 
words of reassurance 
reversed the falls, with 
A-shares rising by about 6 
per cent on both exchanges. 

Though China's stock mar- 
kets are notoriously volatile, 
this week's turbulence has 
highli g hted the delicate bal- 
ance faced by the Chinese 
government as it seeks to 
reform the state sector. Loss- 
making and indebted compa- 
nies need to raise capital, as 
do listed companies acquir- 
ing or restructuring state- 
owned businesses as part of 
reforms. 

However, issues of new 
shares and any resulting fall 
in the domestic stock mar- 
kets could prompt opposition 
from investors. With the 
rapid rise of shareholdin g 
among the Chinese public, 
and occasional protests at 
sharp market falls, this 
requires careful handling 

The issue has assumed 
particular significance given 
the priority attached to 
reform of state-owned enter- 
prises hy Beijing. Speaking 
in Hong Kong earlier this 
week. Zhu Rongji. China's 
top economics official, set a 
target of three years to 
revive loss-making state 
companies. 


China;- : - 
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China has sold off a 
bankrupt steelmaker for 
Tn50m ($6m) in a first 
public auction following the 
call last week by communist 
leaders for a restructuring 
of ailing state industry, 
Reuters reports from Hong 
Kong. 

The Guangzhou Special 
Steel Factory, which bad 
employed 600 people, was 
sold at auction in tbe 
southern city of Guangzhou 
on Tuesday, the 
Shenzhen-based Securities 
Times said yesterday. 
Guangdong Light Industrial 
Mechanical Group, another 
state company, bought the 
company, which had debts 
of Yn 133.94m, the 
newspaper said. 


Accelerated reforms were 
yesterday described as essen- 
tial by a senior World Bank 
economist. 

“The Chinese government 
has to move > much more 
aggressively if they are 
going to get the same rate of 
growth in the future as they 
did in the past,” said Yukon 
Huang, the Bank’s China 
director. “The period of easy 
growth is over and the 
future will be ■ much more 
difficult,” 

Apart from the proposed 
reforms of state-owned enter- 
prises - and the rise in 
unemployment ■ - which is 
likely to result - the World 
Bank has also underlined 
the need to strengthen Chi- 
na’s financial sector and 
improve the balance of pro- 
duction and investment 
between coastal areas and 
the hinterland. 
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ourt ruling Sleeping at the office on Wall Street 


over death 
bf smoker 


r By Jonathan Wheattey 
in S3o Paulo 

and Rosa Ttoman in London 

A Brazilian judge /has 
ordered Souza Cruz, a sub- 
sidiary of BAT Industries, 
the UK-based tobacco group, 
to pay damages of ESSO.OOO 
(S85U500) to the family of a 
man who died in 19% of an 
allegedly smoking-related 
condition. 

The.ruling, which BAT 
believes to he the first of its 
kind outside the US, was 
given in a Rio de Janeiro 
civil court and is likely to 
lead t) a string of similar 
actiomjn Brazil. It will also 
be scnftinised by plaintiff 
In other countries. 

The judge ruled smoking 
had ran “the deter minan t 
cause a the heart attack fol- 
lowed by death" of Nelson 
CabraiAlves, a smoker from 
the as of 18 who consumed 
80 agpettes a day before be 
died At 41. He allegedly 
srookh three brands of ciga- 
rett ejaD produced in Brazil 
by Suza Cruz. 

At executive of BAT in 
Lon/on said the company 
wood appeal “It looks like a 
ver odd decision," be said. 
“Its one where the only evi- 
dence was the deceased’s 
doth certificate, which said 
htwas a smoker." 

forge Be} a, lawyer for the 
dceased’s family, agreed 
tat the death certificate had 
hen the deciding factor in 
oe case. Doctors attending 
rfr Alves an his arrival in 
aospital shortly before his 
death had cited mrinlring as a 


Clinton 
may face 
defeat 
over 
N-waste 


contributory factor to a fatal 
heart attack. 

Alves's family bad origi- 
nally claimed damages of 
RSI .5m and will appeal 
against the size of the 
award, which also includes 
payment of a monthly pen- 
sion of R$800 to his widow 
and tWO nlrildrwt 

Mr Beja said he would 
bring ll more cases against 
Souza Cruz on behalf of 
people with smoking-related 
ailments in coming weeks. 

Luis Roberto Barroso, law- 
yer for Souza Cruz, said the 
ruling was based on "a num- 
ber of serious errors of fact". 
He said Alves had been dead 
on arrival at hospital, there 
was no proof of cause of 
death, and bis family bad a 
history of heart trouble. 

“This is an isolated prece- 
dent that should be disre- 
garded." he said. “The judge 
is an anti-smoker and ruled 
with no consideration of the 
facts." 

Last Friday, a judge in the 
north-eastern city of Fortal- 
eza ruled in favour of Souza 
Cruz in a Halm for damages 
brought by an ex-smoker. 
This was the first ruling on 
a tobacco-related case in 
Brazil and was welcomed by 
Souza Cruz as vindication of 
its view that "smoking is a 
personal choice taken by an 
enlightened public". 

BAT owns an 80 per cent 
stake In Souza Cruz, which 
it acquired in 1912. BAT also 
faces litigation from people 
suffering from smoking-re- 
lated Alnesses in the US. UK. 
Canada, Australia and Israel. 


Ratings 
up for 
Net talk 
show 


hosts 


By Bruce Clark 
in Washington 

Legislation that would force 
the US administration to 
build a central storage site 
for nuclear waste is gaining 
momentum on Capitol HAL 
at the' expense of other pro- 
posals relating to energy and 
the environment. 

A <3-3 vote last week by 
the Bouse commerce com- 
mittee has encouraged sup- 
prates to believe they can 
muster the two-thirds major - 
ity .needed to override the 
expected presidential veto. 
Tht . proposal, now under 
semtiny by the House 
resources committee, could 
reach the full House as early 
as next month. 

Other proposals of concern 
ta the energy industry, 
including the reversal of 
lough new clean air stan- 
dards and the repeal of 
restrictions on the freedom 
of utilities to., diversify and 
raise capital, are seen as less 
likely to win approval dur- 
. ing the current Congress. 

But the nucWar waste bill, 
which sharply* divides elec- 
tricity producers and envi- 

- ronmentalists could put the 
'White House in an awkward 
'position. If, as supporters 
hope, the btt wins approval 
from more than two-thirds of 
the House, the only remain- 
ing challenge will be to find 
a few. extra senators to back 
the proposiL 

The bill was endorsed by 
65 to 34 - two short of the 
necessary two-thirds major- 
ity - warie r this year. Presi- 
dent BUI Clinton has vowed 
to block my legislation that 
would bice him to start 
buildim a storage site in 
Nevada until the Energy 
• Department has completed 
its seach for a repository. 

The proposal for a central 
site iJ Nevada is strongly 
oppogd by legislators Scorn 
that iate as wen as by other 

enripnmentafiy-minded pol- 

rHrfns who fear that acci- 
dent could happen during 
tHn transport of up to 80,000 
traces of waste across the 
coniry. 

lut the nuclear power 
iriustry says the adminis- 
. tution broken the law 

- ir failing to gather the spent 
udear fuel piling up at over 
00 locations. 

A 1982 law provided for 
die establishment of an 
Jllbn (E&fibn) fund for the 
creation of a central storage 
facility by 1998. a deadline 
which has no chance of 
being met The law was later 
amended to specify a site in 
Nevada. 


By Nicholas Denton 
In San Francisco 

High-tech companies, more 
accustomed to poaching 
wars for computer program- 
mers, have entered into 
competition for a new gener- 
ation of stars: the “forum 
leaders” who stimulate dis- 
cussion in the online com- 
munities of the internet. 

The latest round came yes- 
terday with the announce- 
ment that three popular 
forum managers from Com- 
puServe, the online service 
being acquired by America 
Online, have defected to 
Microsoft Network, a service 
owned by the Seattle soft- 
ware company. 

These forums take advan- 
tage of one of the most inno- 
vative and successful fea- 
tures of the internet: the 
virtual community, in which 
online users can post mes- 
sages, not one-to-one as with 
electronic mail, but to a 
group of other individuals 
sharing their interest. 

The departing Compu- 
Serve stars, together with 
two who switched last week, 
will manage live chat areas 
and bulletin boards on MSN 
devoted to subjects such as 
computers, education, and 
recreation - as well as 
astrology, new-age mind and 
body, and new-age spiritual- 
ity- 

“It is this ever-changing 
-world of metaphysics that 1 
hope members of The Micro- 
soft Network will be able to 
learn about in our new 
forums,” said Neil Shapiro, 
a former computer ma g a zi n e 
editor who will work 
full-time in managing the 
new-age communities. 

The appointments under- 
line the growing importance 
to the internet industry of 
online communities, the 
rhnt rooms and online bulle- 
tin boards frequented by an 
estimated 30 per cent of 
internet users, on which 
they can discuss their hob- 
bies or other interests. 

They also represent the 
graduation of the role of the 
forum . leader - formerly 
undertaken by hobbyists - 
into a fully-fledged profes- 
sion a salary of 

$100,000 in some cases. 

“Forums are really 
starting to become part of 

the internet lifestyle,” said 
Jessica Ostrow. MSN group 
product manager, “And 
forum leaders are the cor- 
nerstone of communities.' 
They are definitely celebri- 
ties in their own categories. 
It is something that you can 
make a career out of." 


Office blocks are now being 
converted into apartments for 
young aspiring brokers 


By Richard Tomkins 
in New York 


W hen Paul Polichino 
said he wanted to 
work on Wall 
Street, be had little idea that 
he would end up firing 
there, too. 

But thanks to rocketing 
rents elsewhere in Manhat- 
tan, Mr Polichino has found 
himself caught up in an 
unlikely trend: the emer- 
gence of the central financial 
, district as New York's latest 
up-and-coming residential 
area. 

In what has been dubbed 
as Wall Street's other boom, 
developers are snapping up 
outdated commercial build- 
ings in the financial district 
and converting them into 
ritzy apartment blocks that 
are rapidly filling up with 
young professionals. 

Three months ago. Mr Pol- 
ichino and three room-mates 
moved into a four-bedroom 
apartment costing $3,180 a 
month at 45 Wall Street, a 
28-storey building that used 
to be the New York offices of 
Atlantic Mutual Insurance 
and US Trust. 


From there. Mr Polichino. 
23, enjoys one of the world's 
shortest commutes - a walk 
across the street to J.P Mor- 
gan. the Wall Street invest- 
ment bank, where he has 
just started as an analyst. 
“It's about 50 steps," he says. 
"It takes a minute or two, 
depending on bow long I 
have to wait for the eleva- 
tor.” 

New York’s financial dis- 
trict seems an improbable 
candidate for gentrification. 
It is the biggest commercial 
district in the US after mid- 
town Manhattan and Chica- 
go's Loop, encompassing 
about 100m sq ft of office 
space and employing about 
400,000 office workers. 

At present, few' people Live 
among the skyscrapers, and 
the stores and restaurants 
have no reason to stay open 
once the office workers have 
gone home. Like the finan- 
cial centres of London and 
other big cities, it is a hol- 
low. empty place at evenings 
and weekends. 

But things are changing 
fast. The last of 435 apart- 
ment 5 at 45 Wall Street has 
just been let. Another 345 
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are being let at 25 Broad 
Street, the former headquar- 
ters of Paine Webber, and 565 
are near completion at 127 
John Street, the former Cot- 
ton and Cocoa Exchange. 

Behind the transformation 
is a fall in demand for down- 
town office space. The finan- 
cial district’s elderly office 
blocks are unsuitable for 
modern needs. Besides. 


senior executives prefer a 
midtown location because it 
puts them within walking 
distance of Grand Central 
station and its commuter 
train links with their homes 
in the leafy suburbs. 

In 1995, with vacancy rates 
at 30 per cent and entire 
buildings standing empty, 
New York came up with a 
plan to revitalise the down- 


town area by offering big tax 
breaks to developers who 
agreed to convert office 
buildings to apartment 
blocks. 

According to the Alliance 
for Downtown New York, a 
joint public and private sec- 
tor organisation formed to 
promote the area, some 2,000 
apartments are at or near 
completion, and 7,000 more 
are expected to appear over 
the next five years. “It’s 
exceeded everyone's wildest 
expectations," says Carl 
Weisbrod, the alliance's pres- 
ident. 

New York's rapidly rising 
rents help explain the high 
take-up. Nancy Packes, pres- 
ident of Feathered Nest, a 
leading New York real estate 
agent, says rents rose by an 
average of 30 per cent in the 
three years to last Decem- 
ber, and shoL up by 10 per 
cent more in the first six 
months of this year. 

Because of the tax breaks, 
downtown rents are typi- 
cally 15-20 per cent cheaper 
than those in the more popu- 
lar residential areas of New 
York - a boon to newcomers 
like Mr Polichino and his 
room-mates, all recent grad- 
uates from Georgetown Uni- 
versity in Washington DC. 

“We wanted to live on the 
upper east side or upper 
west side, nearer to Central 
Park." Mr Polichino says. 


“But we've traded that for 
no commute and a much big- 
ger place at a much lower 
price." One big drawback to 
the financial district is so far 
it remains almost devoid of 
amenities people take for 
granted in the rest of Man- 
hattan. such as supermar- 
kets. movie theatres, restau- 
rants and bars. 

But Rockrose Develop- 
ment Coporation, the com- 
pany that developed 45 Wall 
Street, says this has not 
proved to be a problem. "A 
lot or these people are not 
even buying groceries. They 
work hard and go out to 
eat." says Mr Thomas 
Elghanayan, the company's 
president. “And it’s only a 
short walk to Soho, Tribeca, 
and the hottest restaurants 
in New York." 

Mr Elghanayan believes 
that local merchants open 
during the daytime will start 
to extend their hours as the 
residential population builds 
up. Meanwhile, in a sign of 
the times. Regal Cinemas, a 
Tennessee chain, has just 
announced plans to open a 
16- car 17-screen movie thea- 
tre, the biggest in New York, 
across from the World 
Financial Center. 

“We think we’ve got a 
jump start on it," says Mr 
Polichino. “In six months, 
we think this place is going 
to be a lot livelier." 
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Algerian militants declare ceasefire 


1 countries 


1 ByFrancAS WRttama 
- trrG^nova 

. Successful implement at ion 

- of economic reforms set 
'.some. Of the world's poorest 

countries on the path of sus- 
tainable growth, the United 
Nations Conference on Trade 
and Development (Unctad) 
: says in its latest annual 

■ report on the 48 least devel- 

- oped countries.* 

But it says others are 
caught in a vicious down* 
ward spiral of economic and 
social disintegration which 
! . wfll not he reversed without 
international help. 

• Qn average, the least 
developed countries fLDCs) 
grew by 4.7 per cent last 
year, down from 5.2 per cent 
in 1395 but still -relatively 
robiist", the report says. 
.TbJa figure does not include 
war-torn LDCs for which 
data, were not available. 

The slowdown reflects 
j lower growth for the 33 Afri- 
can LDCs in 1996, attributed 
by Unctad to falling com- 
modity prices and declining 
aid flows. Some 19 African 
'.-LDCs- have nevertheless had 
growth -rates in excess of 4 
per cent since 1994. a sub- 

■ stahtial improvement on the 
early 1990s. 

; “There is reason to be cau- 
tiously optimistic about the 
prospects for the majority of 
the LDCs.” the report says. 
/Steady - global - . economic 
; expansion this year and the 
: current sharp, rise in prices 
of tropical beverages such as 
coffee and cocoa are seen as 
favourable factors, but 
Unctad says successfully 
implemented economic 
reforms are proving “at least 
. as important". • 

•The Least Developed 
Countries 1997 (Sales 
No.EL97.II.D.6), available, 
from UN Sales Section; 
Palais des Nations. CD-1211 
Geneva 10. fax +41 22 917 
0027, e-mail vnpubKiawL.org 
or UN Publications, Two UN 
Plaza, Room DC2-8S3,. 
DepLPRES, New York, 10017 
USA, fax +1 212 963 3489. 
e-mail publicationsiaiun.org, 


By Route Khalaf, Middle 
East Correspondent, 
in London. 

Hie Islamic Salvation Army 
-(AES), the armed wing of the 
Algeria's Islamic Salvation 
Front (FIS), yesterday 
declared a ceasefire from 
October 1 in an effort to 
expose rival guerrillas it has 
blamed for massacres of 
civilians. . 

A statement signed by 
Madani Mezerag. AJS com- 
mander, said the Armed 


Islamic Group (GIA) and 
unnamed forces manipulat- 
ing them were bent on torpe- 
doing conciliatory measures 
taken by the Algerian gov- 
ernment to try to end the 
flve-year-old civil strife. 

The AIS declaration makes 
official the truce agreed 
more than two months ago 
in return for the release of 
two jailed FIS leaders, a FIS 
official said yesterday. 

It came after scores of 
people - possibly as many as 
200 - were murdered In Ben- 


talha, on the outskirts of 
Algiers on Monday night. 

The Algerian government 
has publicly denied that any 
secret deal has been struck 
with AJS but FIS officials 
say its armed wing had 
agreed tbe truce in talks 
with a number of army gen- 
erals willing to search for a 
political solution to the Alge- 
rian crisis. 

The Algerian government 
appears to have welcomed 
the declaration since it was 
run on Algerian television 


and in the local government 
and Independent press. > 

In Algiers, yesterday’s pro- 
government newspaper El 
Moudjahid, which normally 
refrains from commenting 
on statements by fundamen- 
talists, welcomed the state- 
ment. describing it as “a 
major turning point in the 
security situation". 

Although a truce will not 
lead in tbe short term to an 
easing of tbe violence, it 
could contribute to the 
long-term resolution of the 


Marriage of convenience in 
Congo heads for divorce 

Michela Wrong reports on the monumental tasks 
facing the uneasy alliance that overthrew Mobutu 


F our months after the 
late Mobutu Sese 
Seko fled Kinshasa 
and Zaire was renamed the 
Democratic Republic of 
Congo, the nation's inhabit- 
ants might be forgiven for 
thinking that, if labels and 
players have changed, the 
song remains much tbe 
same. 

As expected, the Alliance 
of Democratic Forces for the 
Liberation of Congo (AFDL) 
has found winning the peace 
far harder than the seven- 
month campaign that swept 
Mobutu from power. 

If gloomy warnings of 
national disintegration have, 
failed to materialise, the 
task of reviving an economy 
undermined by three 
decades of corruption, mis- 
management and neglect is 
proving overwhelming. 

“They inherited a mess, 
their ministers have no expe- 
rience and there's no govern- 
ment machinery to speak 
of.” says, a local economist. 
“Everything has to be done 
from scratch.” 

The passage of time has 
merely highlighted the fact 
that Mobutu was toppled by 
a loose “marriage of conve- 
nience” between groups 
opposed to his regime, rather 
than a united movement, 
purified by years of struggle. 


ready to Implement an 
agreed agenda. 

That unstable coalition is 
now unravelling in eastern 
Kivu. Birthplace of the rebel 
allian ce, the province is once 
again in a state of turmoil 
that makes a mockery of pre- 
dictions that Congo’s neigh- 
bours would reap a peace 
dividend from tbe departure 
of Mobutu, master of the art 
of destabilisation. 

In the Masisi bills 
north-west of Goma. the 
uneasy alliance between the 
Banyamulenge Tutsis who 
spearheaded the AFDL 
uprising and local Mai-Mai 
militias has broken down. 
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Kabila: tricky balancing act 
on bis hands 


Resentful of Laurent Kabi- 
la's attempts to impose cen- 
tral control, the Mai-Mai 
have teamed up with exiled 
members of Rwanda’s geno- 
cidal Interabamwe move- 
ment to wage war on Tutsis 
on both sides of the 
border. 

To the south of Uvira. a 
new rebel movement is also 
challenging the AFDL.lt 
embraces members of the 
Bembe tribe - Mr Kabila’s 
former comrades- in -arms - 
Hutu guerrillas opposed to 
the Burundi government, 
former Rwandan soldiers 
and stragglers from Mob- 
utu's national guard. 

Exacerbated by tensions 
between Congolese troops 
sent to replace the Rwandan 
forces who formed the back- 
bone of the seven-month 
campaign, the fighting has 
left roads between the towns 
of Bukavu and Uvira virtu- 
ally impassable. The situa- 
tion is so volatile, much of 
tbe area has been declared 
off-limits for United Nations 
personnel. 

In comparison. Kinshasa is 
an island of calm. But ana- 
lysts say tbe clash between 
groups within the AFDL cab- 
inet - ranging from exiles 
from southern Katanga to 
Tutsis from the east, 
reformed Maoists to western- 


conflict if It results in negoti- 
ations. Algeria plunged into 
violence in 1992 after the 
army cancelled elections the 
FiS were set to win. 

FIS officials said some 
army generals remained 
fiercely resistant to any deal 
and they do not rule out the 
possibility that the talks 
which led to a truce were 
simply aimed at weakening 
their armed wing. The AIS. 
made up of a few thousand 
fighters, no longer presents 
any serious threat to the 


authorities. The government 
has also for long held that 
the FIS itself is not a rele- 
vant political force. 

There are also divisions 
within the FIS and some 
reports say that one part of 
the AIS may not be in agree- 
ment about the truce. 

Observers believe however 
that the truce declaration is 
one of tbe most important 
steps that the FIS has taken 
so far and effectively puts 
the ball in the government's 
court 


educated capitalists - often 
causes paralysis. 

“The AFDL is a real alli- 
ance in the sense that every- 
one contributed to victory' 
and therefore has a say.” 
says 3 diplomat. “No one can 
overrule anybody without 
repercussions and decision- 
making is extremely slow. 
Kabila has got a very tricky 
balancing act on his 
bands." 

The arrest earlier this year 
of Mwana Nanga Mawam- 
panga. the finance minister, 
highlighted the extent of 
suspicions between tbe fac- 
tions. Detained on suspicion 
of fraud after being caught 
moving large quantities of 
currency around the coun- 
try'- be was released when it 
was belatedly discovered 
that tbe orders had come 
from Mr Kabila himself. 

Such suspicions add to the 
red tape faced by entrepre- 
neurs hoping to invest in the 
country’s mineral industry, 
the sector that - properly 
exploited - could pull not 
only the Congo but the 
entire region out of reces- 
sion. 

Gecamines. the state- 
owned mining giant. . is 
looking for partners for at 
least 20 projects. But prog- 
ress is slow, with embassies 
complaining at the bureau- 
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cratic hurdles placed in the 
way of poteotial foreign 
investors. 

Without additional reve- 
nue. the government is 
experiencing tbe same prob- 
lems in paying its bloated 
civil service as Mobutu. But 
moves to force companies to 
pay tax rather than “royal- 
ties” to individual generals, 
have created resentment, 
while the arrest of more 
than 30 Mobutu-era business 
leaders suspected of embez- 
zlement has robbed the gov- 
ernment of valuable - if 
tainted - expertise. 

Unable to deliver on the 
economic front, tbe AFDL, 
which was regarded as some- 
thing of a foreign occupation 
force even before its troops 
set foot in Kinshasa, is last 
losing its public appeal. 

The brief detention in 
June of Etienne Tshisekedi. 
the opposition leader who 
regards himself as rightful 
prime minis ter, and the con- 
tinuing ban on political 
activity is fuelling growing 
hostility towards the Tutsi 
presence in government. 
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Many residents doubt Mr 
Kabila intends to meet his 
promise of democratic elec- 
tions within two years. 

In the circumstances, sup- 
port from abroad would be 
welcome. But western prom- 
ises of resumed aid appear to 
be conditional on the out- 
come of the long-delayed UN 
investigation Into the sus- 
pected mass killings by 
AFDL troops of Rwandan 
refugees. 

Tbe UN team has now 
spent a month in the capital 
waiting for permission to fly 
to Kisangani. But having 
already won some major 
concessions from Kofi 
Annan, the UN secretary- 
general, Mr Kabila has con- 
tinued to place obstacles in 
the path of the investigators. 

While each new objection 
bolsters the concern abroad 
that the AFDL has some 
very nasty thing s to hide, 
the UN insistence on investi- 
gation strengthens the gov- 
ernment in its belief that tbe 
west is more interested in 
refugees than Congo’s devel- 
opment 


Saudi 

envoy 

defends 

sentence 


Saudi Arabia’s ambassador 
to Britain said yesterday his 
government would not bow 
to pressure from London to 
consider a more lenient sen- 
tence on a British nurse 
found guilty in the murder 
of an Australian colleague. 
Renters reports. 

Gbazi Aigosaibi also 
appealed for “restraint and 
reason" in response to the 
sentence of eight years jail 
and 500 lashes banded down 
on Lucille McLaughlan. 31. 

He said final judgment bad 
not yet been reached in the 
case of McLaughlan and her 
alleged accomplice Deborah 
Parry, 38. also British. 

“I was very’ surprised to be 
asked to comment on a judg- 
ment that has not been ren- 
dered. I was even more sur- 
prised when some saw fit to 
demean our Islamic judicial 
system,” Mr Aigosaibi said. 

“Until the verdict is ren- 
dered and officially 
announced by the Saudi gov- 
ernment all* reports on the 
case should be considered 
mere speculation." Mr Aigo- 
saibi said. 

Editorial Comment, Page 13 


Israeli 

policy 

‘vindictive’ 


An Israeli human rights 
group yesterday claimed the 
government was adopting a 
“punitive and vindictive” 
policy of demolishing Pales- 
tinian homes after the two 
recent suicide-bombings in 
Jerusalem, writes Judy 
Dempsey. 

But the government 
slammed the report, saving 
it was simply adopting the 
same policy' of previous gov- 
ennents. 

BTselem stated that since 
July 30, when a double-sui- 
cide bomb attack killed 15 
people in a Jerusalem mar- 
ket. 29 homes had been 
demolished, four times the 
number in June. 
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NEWS: UK 


Some routes from England to US may be bit in dispute over alliance with American Airlines 

BA halts flights from Glasgow to New York 


By Michael Skaptaiker, 
Aerospace Correspondent 

British Airways said 
yesterday It was suspending 
services from Glasgow is 
Scotland to the US because 
of the delay in winning 
approval for its alliance with 
American Airlines. BA 
warned that flights from the 
En glish cities of Manchester 
and Birmingham to t he US 
were also under threat 
Robert Ayling, BA's chief 
executive, said if the alliance 


was approved, his company 
would be able to persuade 
American Airlines passen- 
gers from the US to fly to UK 
regional destinations. With- 
out these additional passen- 
gers, he said, flights from 
Glasgow to the US were not 
profitable. 

Mr Ayling said: "This 
route has lost £7m (SI 1.3m} 
in the last three years. In the 
US, our alliance would gen- 
erate the much needed level 
of transfer passengers that a 
transatlantic service 


requires. We have main- 
tained the route while we 
awaited approval for the alli- 
ance but we have now been 
waiting for over a year and 
we cannot continue to incur 
these huge losses.’' 

The proposed BA- Ameri- 
can alba nee was announced 
in June last year, but has yet 
to win approval from regula- 
tors in Washington, Brussels 
and London. The two air- 
lines want to co-ordinate 
their schedules, marketing 
and pricing. They also want 


to use the alliance to per- 
suade their customers to use 
each other’s flights. 

BA said it would suspend 
its non-stop services from 
Glasgow to New York and to 
Boston from November 1. 
Passengers travelling from 
Glasgow to New York will 
have to fly via Manchester 
in northern England. Passen- 
gers flying to Boston will 
have to change aircraft at 
London's Heathrow airport. 

Mr Ayling said: “When the 
alliance is approved, as I am 


confident it will be, it is 
hoped that non-stop services 
between Scotland the US can 
be resumed.” He said other 
long-haul services from 
regional airports could also 
be stopped if the alliance 
was not approved. 

Mr Ayling said: “Because 
of the limited amount of 
local demand for point-to- 
point long-haul regional ser- 
vices, the only way we can 
make them profitable is by 
maximising the traffic trans- 
ferring on to these routes. 


"I cannot emphasise 
enough how important 
transfer traffic Is to our busi- 
ness. It is connecting traffic 
that enables us . to offer the 
range of destinations and 
frequencies we have at our 
Heathrow and Gatwick hubs 
and it will he transfer pas- 
sengers, brought into our 
regional bubs, through our 
alliance with American, 
which wOl give customers m 
Scotland, the North West 
and the Midlands a similar 
kind of choice.” 


London waits to see if it is still in vogue 

The capital’s fashion week is hoping for a 
repeat of last season’s record attendance levels 


T raditionally the for- 
tunes of London Fash- 
ion Week, which 
starts today, have fluctuated 
dramatically. Fashion edi- 
tors and store buyers from 
other countries flock to the 
shows one season only to 
disappear six months later. 

The British fashion indus- 
try Is waiting anxiously to 
see whether the 48 shows to 
be staged over the next five 
days can repeat last season's 
success. 

Last season the number of 
UK journalists attending 
London Fashion Week rose 
to 700 from 500 six months 
before, and the non-UK press 
corps almost trebled to 275 
from 100, according to the 
British Fashion Council, 
which organises the event 
John Ward, the BFC's 
administrator, admits that 
the chief challenge is “to 
stop the big bang happening 
again”. Last season's record 
attendance reflected tbe 
fashion industry’s steadily 
growing interest in London 
after the emergence of 
designers such as Alexander 
McQueen. Antonio Berardi, 
Clements Ribeiro and J alien 
Macdonald. 

The increase in media cov- 
erage encouraged estab- 
lished British designers to 
move their shows back to 


London from Paris, Milan or 
New York. John Rocha 
returned from Paris last sea- 
son, and this time. Ghost is 
co min g back from New 
York. Patrick Cox. the shoe 
designer, whose London- 
based business has annual 
sales of £25m, will stage the 
first catwalk presentation 
for his clothing collection in 
Chelsea. London, tomorrow. 

The publicity generated by 
London Fashion Week has 
made it easier for new 
designers to secure sponsor- 
ship for their shows, which 
can cost up to £100,000 
($161,000) to produce. Ameri- 
can Express is backing Alex- 
ander McQueen this season, 
while Marks and Spencer is 
sponsoring 10 young design- 
ers, including Julien 
Macdonald. 

This support will be sus- 
tained only if London Fash- 
ion Week can maintain its 
recent high profile. 

Stylistically, the omens for 
British designers look good 
this season, because interna- 
tional fashion is moving 
towards the quirky, arti- 
sanal look at which they 
excel. But from a commer- 
cial perspective, conditions 
are worsening. 

One catalyst for London's 
recent revival has been the 
general buoyancy of the 


global fashion market How- 
ever, the market is now 
slowing, largely because Jap- 
anese expenditure on west- 
ern- products has been 
depressed by tbe weak yen. 

As the market becomes 
tougher, British designers 
will face increased competi- 
tion from longer established 
European and US brands, 
such as Gucci, the Italian 
fashion group, which warned 
yesterday that its profits 
growth would 6low during 
the second half of this year. 

Mr Ward says the BFC is 
working behind the scenes 
to help British designers 
strengthen their businesses. 
One initiative has been to 
encourage mainstream 
retailers to work with 
designers as consultants, as 
Marks and Spencer does 
with Ghost, and Dorothy 
Perkins with Clements 
Ribeiro. 

The council is now step- 
ping up its efforts to forge a 
closer rapport between Brit- 
ish clothing manufacturers 
and designers, many of 
whom produce the clothes 
shown at London Fashion 
Week in French or Italian 
factories. 

Gucci profits. Page 15 

Alice Rawsthom 
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Alexander McQueen: helping to focus interest on London 


Oxford 
may lose 
financial 
privileges 

By John Kampfher 
and Simon Target! 

The government is 
considering abolishing the 
special financial privileges 
for Oxford and Cambridge 
universities. The decision is 
likely to follow proposals 
from the Higher Education 
Funding Council of England, 
which is understood to be 
looking at ways of re-direct- 
ing resources from the two 
ancient seats of learning 
across the cash-strapped uni- 
versity sector. 

Higher education is toeing 
a £3bn ($4.8bn) shortfall in 
revenues by the end of the 
century. The government 
announced in July, to strong 
criticism, that it was accept- 
ing the recommendations of 
Sir Ron Dealing's committee 
on higher education that 
tuition fees of £1,000 be 
charged from next year to all 
but the poorest students. 

Oxford and Cambridge 
vice-chancellors wonld 
almost certainly call for 
“top-up-fees” - supplement- 
ing the new tuition fee - to 
take account of what they 
say are the higher costs of 
running world class institu- 
tions. 

This could bring the uni- 
versities into confrontation 
with the government which 
has said It will introduce leg- 
islation to prevent such 
extra charges being levied. 

The council's report is due 
to be sent to ministers in 
November. While several 
options are being looked at 
ministers say they would 
welcome suggestions that 
the £35m extra funding for 
Oxford and Cambridge be 
phased out. 

Vice-chancellors of both 
ancient institutions are 
already lobbying the govern- 
ment to resist any signifi- 
cant change to tbe funding 
formula. They have warned 
ministers that Oxford's and 
Cambridge's places among 
the world's elite of universi- 
ties, alongside Harvard and 
Yale, could be jeopardised. 

Appearing yesterday 
before the House of Com- 
mons education committee. 
David Blanket!, chief educa- 
tion minister, said he 
wanted to see how colleges 
which have guaranteed 
wealth through a history of 
legacies and endowments 
could support the poorer col- 


NI parties close to talks deal 


By John Murray Brown 
in Belfast 

Northern Ireland parties 
were last night close to 
agreeing a formula for the 
launch of long-delayed nego- 
tiations on a political settle- 
ment, as the pro-British. 
Ulster Unionists appeared to 
have abandoned demands 
for a handover of paramili- 
tary arms. 

After a day of bartering 
over the wording of a proce- 
dural motion to allow the 
arms issue to be put to one 
side, the UK and Irish gov- 
ernments and the eight par- 
ties had still formally to 
launch the three-stranded 
discussions. These deal with 
the internal political 


arrangements for Northern 
Ireland, relations between 
Northern Ireland and the 
Republic of Ireland and 
between the republic and 
the UK. 

The talks were due to 
reconvene last night in the 
search for an agreement 
which would mid 15 months 
of procedural wrangling. A 
breakthrough wonld pave 
the way for the parties to 
meet on Monday to open 
negotiations on a constitu- 
tional settlement for North- 
ern Ireland. 

The Ulster Unionist party 
appears to have set out to 
engineer a form of words 
which Sinn F4ra would be 
on willing to endorse, thus 
attempting to isolate Its 


sworn enemies. A senltfr 
UUP official said the “ques- 
tion is whether the pan-na- 
tionalist front splits or noth- . 
ing happens”. 

David Trimble, the Ulster 
Unionist leader. Insisted 
that decommissioning was 
not a “dead letter”. But Ken 
Maghmls, the party's secu- 
rity spokesman, appeared to 
concede his party had had to 
compromise “because of the 
actions of our own govern- 
ment”. 

Mr Maghmls said union- 
ists “have to live In the real 
world”. He said decommis- 
sioning was “not something 
well achieve overnight*. 

The wording of a proce- 
dural motion to launch the 
three-stranded process is 


understood to refer to 
unionist concerns, but to 
ton short of making decom- 
missioning a requirement 
for progress. 

The parties woe expected 
to ratify General John do 
Chastelain as chairman of 
the independent agency to 
monitor the decomnrission- 
ing of paramilitary arms in 
parallel with progress in the 
talks. ' 

As part of a compromise 
with the government of the 
Republic of Ireland, the con- 
tentious area of north-south 
links and cross-border bod- 
ies, will now be co-cluured 
by Gen Chastelain and 
George Mitchell, tbe former 
US senator chairing the 
overall talks. 



RANmi 

Alex Salmond (right), leader of the Scottish National party, said yesterday at tbe start of its annual conference that the 
party had “the best opportunity in its history” to advance. Mr Salmond is seen arriving at the conference on the Isle of 
Bute with a piper in traditional dress. The opening of the Scottish parliament in 2000 win give the party a tor stron g e r 
platform than it has had before. Mr Salmond believes Scotland wOl be independent in less than 15 years 


Inward 
investment 
‘helps to 
sustain 
exports’ 

By Richard Adams, 
Economics Staff . 

Investment from other 
countries in the UK car and 
electronic goods Industries is 
helping to ensure ttiat Brit- 
ish exports do not suffer a 
collapse caused by the 
strength of sterling. 

The investment, especially 
by Japanese and South Kor- 
ean manufacturers, has 
allowed UK Indus fry to 
avoid the steep drop in 
exports seal in 1988, accord- 
ing to research, .to be pub- 
lished next week by Capel- 
Cure Myers, fund managers, 
based in the City of London. 

The research comes as tbe 
Office for National Statistics 
today publishes the latest 
visible trade figures. Some 
forecasters are predicting a 
trade gap of just £i50m 
($24lm) - which would be 
the lowest deficit in 12 years. 

Simon Rubinsohn, chief 
economist at Capel-Cure 
Myers, said the scale qf the 
investment from other coun- 
tries means the export sector 
is tor healthier than in 1988, 
when the UK recorded a big 
current account deficit equal 
to 6 per cent of GDP. 

Mr Rubinsohn said that in 
1988, Japanese companies 
produced only 5&500 cars in 
the UK, less than five per 
cent of total mdustry output. 
But by 1995. production by 
the UK factories of Nissan, 
Toyota and Honda made up 
25 per cent of the total, and 
accounted for nearly 40 per- 
cent of car exports. - 
Similar, trends have 
place in other areas of manu- 
facturing. After investment 
by companies such as Sony 
and Panasonic, the . UK 
exports mare computers and 
television sets . than, it 
imports. 

‘We belieye the reason 
why exports have proved 
quite so resilient is the 
increasing foreign domina- 
tion of manufacturing indus- 
try,” Mr Rubinsohn said. 
“This has encouraged the 
introduction of more effi- 
cient production techniques, 
and a more attractive range 
of products.” ; 

Mr Rubixisbhh also notes 
that Japanese companies 
have plenty of experience 
dealing with a rising 
exchange rate. “They have, 
after all, had to contend with 
the appreciation of the yen 
through much of the past 15 
years,” he said. 

Ttie continued good perfor- 
mance of UK exports, in 
Spite of the 20 per cent 
appreciation of sterling " 
against the UK's major trad- 
ing partners, has puzzled 
analysts and government 
policymakers. 

For example, in July the 
UK's trade gap with coon-.' 
tries outside the European ' 
Union toll to a deficit of just 
£65m. after a £70Qm deficit in 
June. ,. 

Salomon Brothers,, the 
investment bank, is forecast 
ing that July's visible weerid 
trade deficit will be just 
£150m, the lowest since 3985. 


UK NEWS DIGEST 


Warning on oil 
investment 

Investment in the North Atlantic oilfields could be 
threatened if Greenpeace, the environmental pressure 
group, is allowed to bring a legal challenge to tbe govern- 
ment’s granting of exploration licences, the High Court in 
London heard yesterday. 

Oil companies granted licences would have to gamble 
on winning the judicial review and commit many millions 
of pounds ahead of the case which would be heard In 
November this year, Duncan Ouseley, a lawyer for 30 oil 
companies, said. 

The search for oil required a big commitment of invest- 
ment to the UK by the companies, which include BP, 

Shell arid Elf; and. instability in the “political-legal frame- 
work" was capable of driving it away, he said. 

If the w-awpanias had to wait until after a November 
hearing, drilling rig owners would seek contracts else- 
where a nd the oil c ompan ies would not be able to comply 
with the terms of their contracts which required opera- 
tion to start next year, he said. “There is a drilling opera- 
tion next year. ITwe don't enter contracts fairly soon, the 
opportunity wHl be lost,” he said. 

The hearing continues today and judgment is expected 
on Friday. . John Mason. London 

■ DEFENCE EXPORTS 


Kuwait orders missile system 

The Kuwaiti government has ordered a Sea Skua guided 
missile system from M&tra BAe Dynamics, the mtegUo 
venture between British Aerospace and Lagard&e of 
France. The ardor, understood to be worth about £80m 
($128£m). includes the weapons as well as equipment to 
be fitted oh Kuwaiti patrol vessels and training. 

- The missiles wffl be supplied under arrangements 
agreed between the British and Kuwaiti gove rnment s 
after the Gulf Warl 

. The contract is believed to be larger than any of four 
previous orders for the system, which is also used by 
Britain’s Royal Navy. 

Its completion follows a visit to Kuwait by George 
Robertson, chief UK defence minister, who. said: "Sea 
Skua was a major factor in winning the naval battle dur- 
ing foe liberation of Kuwait and will be a great enhance- 
ment to Kuwait's ability to deter, and combat any future 
aggression.” Alexander NkoU. London 

■ FILMS 


Alliance invests in UK 

Alliance, the Canadian entertainment group, is diversify- 
ing into the UK film industry by acquiring Electric Pic- 
tures, the film distributor, and Investing in a new produc- 
tion company founded by George Faber, the BBC's former 
he a d of drama. 

Alliance owns Canada's largest ffhn distributor and bag 
produced independent north American pictures such as 
David Cronenberg’s Crash and AtoroJ&tryan’s The Sweet 
Hereafter. Other north American entertainment groups, 
including most Hollywood film studios, have already 
stepped up their investment in the UK. 

Mr Robert Lantos, Alliance's chairman, said it was keen 
to tap into the “big pool of highly exportable film produc- 
tion talent”, adding-thai there was room for a new 
entrant to the production sector. “There are tower film 
distributors in Britain than in Canada, where the popula- 
tion Is half the size,” he said. Alliance intends to turn 
Electric Pictures into its UK distribution arm under a new 
name. Alliance Releasing. Over the next year, it expects 
to release up to 15 films in the UK. mostly independent 
productions/- : . “* ’• ^ MiceRawsthom 

AdracuLrtiRE : 


Prince backs organic food 

The Prince of Wales yesterday deplored the'nation's fail- 
ure to satisfy its consumers' demand for arganic food. In a 
video message at support to a conference on organic food 
being held in Oxford the prince said organic forming had 
come of age. 

“This country has played a major part to the develop- 
ment of ahpmfci«ricteture,” hesaitL “But sadly our 
home production nowlags so tor behind the demands of 
the market tbat weseem likely to remain net importers of 
organic food farBome years.to come.” . 

His message to the International Federation of Organic 
Agricultural Movement's ga t hering was recorded at Hlgb- 
grove, tiie centre of his own organic estate. Jack Cunning- 
ham, agriculture minister, said at tiie conference that the 
support they received from tiie government was “unsatis- 
factory". 

It was the first time a senior UK agriculture minister 
had addressed such aoontormce. The UK lags behind the 
rest of Europe in the subsidies granted to organic farmers 
and in the proportion of land devoted to fanning without 
the use of chemicals. .- 

RAIL CRASH 


Inquiry into train safety systems 

The public inquiry into tin train crash which killed six 
people in west Loudon last Friday will carry out a thor- 
ough review of the automatic systems in use-to warn driv- 
ers of danger, the Health & Safety Executive announced 
yesterday. The investigation le expected to spend several 
months reviewing the. advance warning equipment and 
automatic train protection system installed on the Great 
Western express from south Wales which ploughed into a 
freight-train.' It is not dear if both systems were operating 
at the time ctf the crash. . - . - . 

- The inquiry will be headed by an independent safety 
expert, Mr Tony Barren, a farmer HSR investigator who 
headed an upgrading of safety in the North Sea oil and 
gas industry following the fire on the Piper Alpha oil plat- 
form. If the HSE discovers safety flaws which require 
spee dy acti on before the conclusion of the inquiry it has 
tbe pow er to r ec o mm end immediate measures. John Pres- 
cott, deputy prime minister and chief transport minister, 
said: ’This is a wide-ranging inquiry ‘which will leave no 
stone unturned.” Charles Batchelor. London 


Statistics move the goalposts for pay-per-view soccer 

Report predicts armchair fans could generate $840m for Premier League clubs through the sale of live games by 2003-04 


N o one was able to accu- 
rately judge how many 
soccer fans each Premier 
League club had, until today's 
report by Fletcher Research, the 
business publisher, and Oliver & 
Ohlbaum. the media consultancy. 

This is a potent set of data.. 
Investors can. now estimate how 
many armchair could poten- 
tially watch each club's matches 
on pay-per-view television, or buy 
its team shirts, credit cards and. 
other paraphernalia. 

Most clubs have far more fans 
than they can fit in their stadi- 
ums. Manchester United, for 
instance, has 3.3m fans and a 
ground that seats only 55,000. Of 
the 18m people in England and 


Wales who call themselves foot- 
ball support e rs - 35 per cent of 
the papulation - more than 7m 
support either Manchester United, 
Liverpool or Newcastle United. 

With ground capacity limiting 
gate receipts, and pay-per-view TV 
expected to arrive in 1999, arm- 
chair fans are tbe key to building 
revenues, say Nell Bradford and 
William Reeve, the two former 
McKinsey consultants who wrote 
the report. 

Manchester United and Liver- 
pool, the only two clubs with sup- 
porters nationwide, should 
achieve comparable sales per fan. 
Yet United fans spend £11.90 
($19.15) each a year on average, or 
more than three Hmn as much as 


Liverpool supporters do. Liverpool 
could, therefore, treble' its off- 
pitch revenue per fan. 

Paul Wedge, analyst at Collins 
Stewart, says the figures on sup- 
porter numbers suggest what a 
club's potential revenue he- But he 
adds: “Hie merchandising spend 
is as much a reflection on the 
management as it Is on the fans. 
Nottingham Forest, for instance, 
didn't have a single computer 
until six months ago.” Income 
from the sale of television rights 
will remain the fastest growing 
source of revenue for football 
clubs, the repeat says.. 

The authors predict the sale of 
live football games to broadcast- 
ers win generate £520m ($837m) 


for the Premite' League by the 
2003-04 season compared with the 
£135m 20 clubs will share this 
year. 

Most revalues will come from 
pay-per-view coverage of games: 
£280m against £240m from British 
Sky Broadcasting’s existing sub- 
scription service. 

These figures are based on tiie 
assumption that in- seven years' 
time 2£m households will be sub- 
scribing to watch some football on 
a pay-per-view basis, generating 
£450m of total revenues for the 
broadcaster and the clubs. Some 
recent forecasts have suggested 
pay-per-view could generate more 
than Sflbn additional revenues for 
soccer by 2003-04. 


But Fletcher assumes BSkyB - 
wiD keep profiting greatly from' 
soccer. T$e satellite broadcaster is 
. estimated to be already making t 
£L2Hm a year in profit from the' 
current four-year £670m deal with : 
the premier 'League, and the 
repeat says it will m»k» ari addi- 
tional noom to profits annually 
from pay-per-view. ■ 

. But and tt Is a big but - the 
authors warn that the clubs, espe- . 
dally the moat popular ones, will 
probably demand a bigger share 
of the spoils from BSkyB when 
pay-per-view comes fully oh 
stream In -the 1999-2000 season, - 
The report also warns that the 
Premier League might abandon . 
'BSkyB . when the current deal 


ends in 2001 "and set up its ov 
subscription television chanm 
as Olivo: & Ohlbaum suggested 
might in a report to the top : 
clubs In June. 

r Also, within the next four year 
clohsr may start their own tele* 
sion -channels that could sho 
their, games to subscribers. Boi 
Leeds United and Manchesti 
United have recently talked | 
mega groups about establishlr 


The latter might 1 ^ 
announce a deal to set up 
cated dub channel next w 
Its annual results presents! 


' Simon Kuper 
Patrick Harverson 
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ARTS 


Cinema/Nigel Andrews 

All in thrall to 


guilts and 



he best film of the 
week is from Can- 
ada. Bat be 
warned, it is a 
funny old week. 
Which of three movies trian- 
gulating between British 
Columbia, London and the 
'US you enjoy most may 
depend, on your views on 
fate and predestination. 
Main question: is it a divin- 
ity that shapes our ends or a 
satanlc maleficence? 

There is no such thing as 
an accident,” rasps Ian 
Holm’s compensation lawyer 
. in .Atom Egoyan's weird, 
flawed but mordantly imagi- 
native The Sweet Hereafter. 
This pent-up little man 
investigating a school bus 
crash in snowy Canada 
which lost 20 young lives 
may be right. His face is 
gridded with wrinkles from 
chasing down human folly. 
His no-accident creed mpunc 
someone always did some- 
thing. wrong: failed to 
tighten a screw or grease an 
axle. 

But audiences know 
another no-accident theory. 
That of art. Nothing is acci- 
dental in art because the art- 
ist thought it ail up: every 
bit of happenstance is itself 
a screw or axle in the engine 
of meaningfulness, divine or 
diabolic. 

Canadian director Atom 
Egoyan, that cunning engi- 
neer of parallel serendipities 
who made Exotica and Fam- 
ily Viewing, makes the crash 
in The Sweet Hereafter even 
less accidental, or at least 
more portentous, than in 
Russell Banks’s original 
novel. The film could be 
called The Bus Of San Luis 
Rey”. Egoyan swaps Thorn- 
ton Wilder's convergent vic- 
tims of a collapsing bridge 
for the townful of children 


THE SWEET 
HEREAFTER 
Atom Egoyan 


CONTACT 

Robert Zemeckis 

~~ FACE 

Antonia Bird 

THE LEADING 
MAN 

John Origan 

who die here, alter their bus 
skids into a frozen lake, as if 
with the express aim of cata- 
lysing a debate about truth, 
healing and community. 

The film is both masterful 
and frigid, powerful and nag- 
ging! y programmatic. In 
Egoyan ‘s world everyone is 
in thrall to their guilts and 
fears, so that the harrowed 
parents are scarcely differ- 
ent from Holm himself, 
gnawed by his own father- 
daughter battle stress. She is 
a drug addict who left home 
and now drifts through dad's 
flashbacks. "We’ve all lost 
our children,” intones Holm, 
"they wander comatose 
through shopping malls . . ." 
And in case we still feel the 
lost children theme is under- 
played. the Pied Piper of 
Hamlin story is added as a 
leitmotif. 

Egoyan has a wonderful 
eye for shots that rise above 
reality. Literally, with crane- 
soarings over the white 
mountain roads. Subtly, 
with tableaux that gather up 
characters in a figurative 
transcendence, enwrapped 
with their rooms, lifestyles 
or possessions. The hippyish 
couple in their A-frame 
house like a giant teepee; or 


fears 


the mother whose cramped, 
dim-lit. discordant sitting 
room is like the kaleido- 
scopic photos she creates. 

But the film leaves one. 
perhaps designedly, uneasy. 
We start out battling for 
honesty and justice with 
Holm. By the close we are 
asked to turn on him and 
accept a "lie” that will heal 
the community's wounds. 
Nearly everyone In the town 
has found solace and accom- 
modation. by treating a cal- 
lous fate with a designer 
arbitrariness in its way no 
less brutish and disturbing. 
Only truth-seeker Holm, and 
some members of the audi- 
ence, feel left out in the cold. 

Tdr 

No one is left out in the cold 
by Contact. Directed from 
Carl Sagan's novel by Robert 
Forrest Gump Zemeckis, the 
two-and-a-balf-hour sci-fi 
fable nearly drowns us in 
hope, warmth and metaphys- 
ical inspiration. Jodie Foster 
is the scientist crouched 
under radar dishes the size 
of Blenheim Palace as sbe 
seeks, and finally receives, 
murm wrings of extraterres- 
trial intelligence. Matthew 
McConaughey is the White 
House-advising man of God 
who loves her but fights 
against sending an atheist 
like her as an ambassador 
into space. And Bill Clinton 
walks through the film as 
Bill Clinton, mouthing 
archive speeches naughtily 
twisted to fit the plot. 

If the devil is in the detail, 
with James Woods, Tom 
Skerritt and Rob Lowe as 
assorted establishment 
scoundrels, God is in the 
grand design. When little 
Jodie lost her dad (flashback 
flashback), she lost her own 
paternal deity. Now she re- 
discovers faith by blasting 



off into the unknown, bring- 
ing back revelations that no 
one believes. But then, sug- 
gest Zemeckis/Sagan, isn't 
that like religion Itself? 

Then again, just so that 
the story can hedge its bets, 
it could all be a hoax. It 
could be masterminded by 
millionaire John Hurt, a sort 
of interstellar Ted Turner. 
Now in an earthly pent- 
house. now on the Mir space 
station. Hurt dispenses the 
same mischievous cosmic 
riddles in a jokesbop Ameri- 
can accent: ”1 find it conve- 
nient to keep my innerests 
moble”. At least the real, 
new. give-away-a-billion Ted 
Turner would be happy with 
the film's ending. Foster 
(acting superbly throughout, 
kitschy plot or not) is 


greeted by a vast Washing- 
ton sea of UN-blue hats, 
llags and placards as she 
walks from a senate hearing 
into a new dawn of global - 
nay. universal - faith and 
accord. 

* 

In Face everyone runs 
around with wool on their 
heads yelling and screaming. 
It must be a heist film and 
writer Ronan Bennett must 
have had what he thought 
an original idea: thieves fall 
out after a robbery. A gang 
ram-raids a security depot 
and when the things go 
wrong suspect one of their 
□umber of betrayal The kill- 
ings begin; though before 
you cry "Reservoir Dogs " let 
us point out that the crooks 
are British, the traitor stole 


the loot rather than tipped 
the police, and no one has 
his ear sliced off. 

Otherwise It is business as 
normal. The pace is fast, the 
cast is willing, notably Rob- 
ert Carlyle as gang leader 
and Philip Davis as gang 
psycho, and the characters 
exchange spry non-sequitur 
dialogue while wielding 
heavy weaponry- "The one 
disease of tins society is cyn- 
ical ism" says one crook 
(burly Ray Winstone). 
"Prison really is going down- 
hill” wheezes an old lag 
(Peter Vaughan). 

So, finally, goes the film. 
The high energy and loud 
music provided by director 
Antonia Bird (of the more 
thoughtful Priest ) Tail to 
carry us through a third act 


rendered precipitate and 
implausible by bits of politi- 
cal consciousness-raising - 
Carlyle's placard-carrying 
mum reminds him of his 
roots as a leftwing idealist - 
and by a body count border- 
ing on the farcical. “This has 
gotta be the worst day of my 
life,” says Winstone just 
before keeling over. The line 
is funny, but at this point in 
the frenzy we are not sure if 
it is meant to-be. 

* 

The Leading Man is full of 
luminous but lost-looking 
supporting players. What 
ever are Barry Humphries, 
David Warner. Patricia 
Hodge and Diana Quick 
doing in this torpid back- 
stage intrigue that cannot 
make up its mind if it is a 


comedy, a thriller or a love 
story? No doubt they were 
trawled from Shaftesbury 
Avenue during a talent-fish- 
ing expedition by director 
John Duigan, usually a tal- 
ented man himself: see Flirt- 
ing and The Day My Voice 
Broke. 

This film, written by his 
sister Margaret, plays like 
The Severed Head out of 
Agatha Christie. The play- 
wright (Lambert Wilson) 
loves the actress (Thandie 
Newton), who is flirted with 
by the leading man (John 
Bon Jovi). who has been 
hired by Wilson to seduce 
his wife (Anna GaJiena). 
Shots ring out. but too late. 
There is one witty scene, but 
too early. Better to catch 
The Mousetrap. 


Theatre/Sarah Hemming 

Heart of the matter 



Masukhk* 

Valerie Utley and Bernard Gallagher 


A t the start of Caryl 
Churchill’s Blue 
Kettle the 50-year- 
old mother says, T 
can't, speak": but speak sbe 
does, despite being overcome 
with emotion at the first 
sight of her long-lost son. 
This paradox is at the heart 
of Churchill’s scintillating 
double bill of plays. We have 
all experienced those 
moments when something of 
great significance is happen- 
ing, and yet we find our- 
selves uttering banalities or 
carrying on with a house- 
hold task. It is this strange 
dislocation that Churchill 
explores; and she does so 
using all her wit, compas- 
sion and formal dLaiing- 
The two plays. Heart’s 
Desire and Blue Kettle, are 
unrelated, but complement 
one another to form Blue 
Heart (co-produced by Out of 
Joint theatre company and 
the Royal Court). The first 
play operates as an enter- 
taining theatre game. A 
father, mother and aunt 
awaiting the return home 
from Australia of a grown up 
daughter, lay the table and 
row with one another. But 
Churchill keeps stopping 


and restarting the action, 
allowing a different outcome 
each time. The result is very 
funny, as Churchill demon- 
strates how quickly the play 
can be plunged into melo- 
drama, farce or surrealism. 

But this is not merely a 
postmodern prank; Churchill 
explodes the audience's 
expectations to reveal the 
emotional pressures that are 
usually kept battened down 
by daily habits, but here 
come forcing through like 
molten lava. The cumulative 
effect means that, when she 
finally allows the whole 
sequence to run from start 
to finish, we are painfully 
aware of the shadows of the 
alternatives we have seen. 

P icking up where 
Heart's Desire left 
off, Blue Kettle is 
still funny, but 
darker and sadder. This 
time, what breaks down 
under the weight of grief 
and longing is the language 
rather than the action of the 
play. Derek is a conman who 
deceives elderly women into 
believing that be is the son 
they gave up for adoption as 
a baby. Thus he has 


acquired a range of “moth- 
ers": a needy one in her 50s 
(Valerie Lilley); a plain- 
speaking one in her 60s 
(Mary Macleod); a glamorous 
one in her 70s (Eve Pearce) 
and a bluff blue-stocking in 
her 80s (Anna Wing). We 
despise him as he plays an 
their tormented feelings at 
seeing him; but then, when 
we see him with his real 
mother, a hospitalised victim 
of ,56011117, we realise that 
there is another side to his 
deception. 

Churchill pulls us into the 
damaged sensibilities of 
everyone caught up in this 
scam and, as the situation 
intensifies, people begin to 
stumble over words, substi- 
tuting ''blue" and "kettle" 
for the word they meant. By 
the end, the two words have 
devoured nearly all normal 
discourse and the final 
scene, where mother and 
"son" are reduced to halting 
communication in single 
consonants, as the young 
mother and her new baby 
must have been 30 years ear- 
lier, is heartbreaking. 

As so often. Max Stafford 
Clark appears to have 
directed with a scalpel in 


one hand and a thermometer 
in the other, so precisely 
nuanced. so clean, nimble 
and true is his production. 
This precision serves mar- 
vellously: in the first play, 
the actors rewind and repeat 
their actions as perfectly as 
if on a video tape; in the 
second, they forge through 
the fractured dialogue to 
find the truth of each 
moment: Jason Watkins’ 
shifty, pliant Derek is a won- 


derful foil to the women, 
each of whom suggest both 
extraordinary stoicism and 
terrifying fragility. Beguil- 
ingly clever, yet surprisingly 
moving, these two plays 
home in on the gaps between 
thoughts and words, and 
thoughts and deeds. 


Continues at the Royal 
Court Theatre at the Duke 
of York, London WC2 
(0171-565 5000). 


I n casting around for a 
succinct phrase to 
describe the latest offer- 
ing from the Moti Roti 
company. One Night, the 
words “quart into a pint pot” 
refuse to be dismissed. This 
is a show in which themes 
and presentational styles 
overlap, collide and unfold 
into one another in a man- 
ner which acquires coher- 
ence with hindsight, but at 
the time is frankly bewil- 
dering. 

We first see harassed film 
critic Kalum (Kriss 
Dosanjh), before dissolving 
into a scene in a house of 
courtesans. It eventually 
becomes apparent that this 
is a film Kalum is watching 
on the VCR in his study (I 
suppose the Bollywood -style 
playback song-and-dance 
sequence should have given 
that game away); that he 
wrote its script; and finally, 
that ft is an idealised revi- 
sion of events in his own 
early life in India. 

Cut, again, to a gathering 
of graduating students, at 
which Muxmi (Zitta Sattar), 
who turns out to be KaJ urn’s 
daughter (are you following 
this?) is at the apex of a tri- 
angular relationship involv- 
ing, well, the same two act- 
ors who play the courtesans’ 
clients. That last observation 
is a red herring, but until 
two hours later one is hard 
pressed to know for certain. 


Theatre 

Courtly 
love in 
limbo 

Prabjot Dolly Dhingra's 
script is adroit at feeding us 
information gradually rather 
than presenting it all on a 
plate. The difficulties arise 
from the sheer volume of 
stuff in there. 

T he play aims to 
address the semi- 
classical world of 
courtesans, where 
love is at once courtly and 
commercial; the limbo of a 
first immigrant generation, 
torn both culturally and geo- 
graphically between India 
and England; and contempo- 
rary youth, for whom Indian 
culture manifests not in mil- 
lennia of heritage, but in the 
peculiarities of their parents' 
generation. 

The staging veers from 
youthful exuberance to mid- 
dle-aged, middle -class cir- 
cumscription to artificial 
dazzle, complete with 
inpjarigfi and fountains. Occa- 
sionally worlds, and playing 
modes, merge. If anyone can 
explain what that absurd 


disco sequence is doing in 
the final quarter-hour of the 
show, I shall be most grate- 
ful. 

What seems to have hap- 
pened is that director, Keith 
Khan, and his creative col- 
laborators have concerned 
themselves with the overall 
picture at the expense of 
individual performances. 
Either actors have been left 
to fend for themselves, or 
Khan has simply been 
unable to smooth out the 
bumps between: for 
instance, the hrash natural- 
ness of Sattar, the muted 
angst of Dosanjh and the 
mile-broad cartooning of 
Laila Khan as Kalum’s help- 
meet, Leela. All of these 
styles go beyond mere char- 
acterisation to the heart of 
the perfor m ances - to the 
point where, although shar- 
ing the same scene, they 
might be in three different 
plays. 

One Night is a tremen- 
dously rich show; there is 
always more than enough to 
look at and listen to. Why all 
these ingredients are pres- 
ent, and whether they can 
all fit into the same theatri- 
cal box, are separate ques- 
tions. 

Ian Shuttleworth 


Theatre Royal, Stratford 
East, London El 5. until 
October 4 (0181 534 0310). 
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■ AMSTERDAM 

DANCE 

Hat Muziektheater 
Tel: 31-20-551 8911 
Moving Target by Frederic 
Ramand. Performed by 
Charferoi/Danses-Plan K; 

Sep 28, 30 

OPERA 

Het Muziektheater 
Tet 31-20-551 8911 
Das Rheingold: by Wagner. 
Nederfandse Opera. New 
production, directed by Pierre 
Audi and conducted by Hartmut 
Haenchen; Sep 26 


■ BERLIN 


CONCERTS 

Kammermusiksaal, 

Phittiarmonie 


ft 49-30-2548 8354 
Andrds Sehiff performs 
ihubert piano sonatas; Sep 26 
Emerson Quartet in works by 
rufcek, Rihm, Bredemeyer and 
netana; Sep 27 

Emerson Quartet in works oy 


Schumann, Rihm, Bredemeyer 
and Jandcek; Sep 28 

Phiftarmonie 
Tel: 49-30-2548 8354 

• Berlin Philharmonic Orchestra 
and the Rundftinkchor Berlin 
conducted by Claudio Abbado In 
works by Mahler. With soprano 
Christiane Oetze and 
mezzo-soprano Mariana 
Upovsek; Sep 26, 27, 28 

• Deutsches Symphonte- 
Orchester Berlin and the Ernst 
Senff Chor conducted by Gary 
Bertrni in works by B lac her, 
Henze and Mahler; Sep 28, 29 

• Maurizio Pol I ini performs 
works by Chopin and Debussy; 
Sep 25 

DANCE 

Deutsche Oper 
Tet 49-30-34384-01 
Deutsche Oper Ballet 
programme of two works by 
MacMillan - Concerto and Das 
Lied von der Erde; Sep 26 

OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 
0 Aida: by Verdi. Staged by 
Gfitz Friedrich, with sets and 
costumes by Pet Halmsn; Sep 25 

• Die Zauberfldte: by Mozart 
Staged by Gdnter Kramer, with 
sets and costumes by Andreas 
Reinhardt: Sep 27 


■ BRUSSELS 

OPERA 

La Monnaie Tel: 32-2-229 121 1 
Otelto: by Verdi. New production 
conducted by Antonio Pappano 
in a staging by WBJy Decker. 


Cast includes Susan Chilcott as 
Desdemona; Sep 27 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartoletti. Cast includes 
Maria Guleghina and Samuel 
Ramey; Sep 26, 29 


■ KASSEL 

EXHIBITIONS 
Various venues 

Documents: giant five-yearly 
survey of contemporary art which 
takes place all over Kassel. 
Starting at the old railway station, 
this tenth edition has been 
selected by French curator 
Catherine David; to Sep 28 


■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 

• Anna Tomowa-Sintow. 
programme includes music by 
Strauss and Verdi. John Amell 
conducts the Orchestra of the 
Royal Opera House; Sep 26 

• London Symphony Orchestra: 
conducted by Mstislav 
Rostropovich in works by 
MacMillan and Tchaikovsky. With 
violin soloist Maxim Vengerov; 
Sep 28 

• Midori Chamber Evening: 
programme of works by 
Debussy, Ravel. Sairrt-Safins and 
Faurd. With pianist Robert 


McDonald, cellist Moray Welsh 
and viola Paul SItverthome; 

Sep 27 

Royal Festival Hall 
Tel: 44-171-928 8800 

• BBC Symphony Orchestra: 
conducted by Andrew Davis in 
works by Webern, Berg and 
Schoenberg; with violin soloist 
Pierre Amoyal; Sep 26 

• Philharmonia Orchestra: 
conducted by Kurt Sanderiing in 
works by Weber, Bruch and 
Beethoven; with violin soloist 
Sarah Chang; Sep 27 

OPERA 

Barbican Theatre 
Tel: 44-171-638 8891 
The Royal Opera: Giulfo Cesara, 
by Handel. The season opens 
with this new production, 
directed by Lindsay Posner and 
conducted by Ivor Bolton, with 
designs by Joanna Parker. Cast 
includes Amanda Roocroft and 
Ann Murray; Sep 25, 29 


■ MUNICH 

CONCERTS 
PhB ha rmonle Gastelg 
Tet 49-89-5481 8181 

• Budapest Philharmonic 
.Orchestra: conducted by 
Friedrich Haider In a programme 
including works by Saint-SaSns 
and Bernstein. With soprana 
Edita Gruberova; Sep 26 

• Munich Philharmonic 
Orchestra: conducted by Simone 
Young in works by Mozart and 
Schumann. With violin soloist 
Julia Fischer, Sep 25 

• Prague Chamber Orchestra: in 
works by Mozart, with baritone 


Thomas Quasthoff; Sep 30 

DANCE 

Bayerfeche Staatsoper 
Tel: 49-89-2185 1920 
B aye rise he StaatsbaUett in a 
programme of works by Hans 
van Manen - Concertante, Grose 
Fuge and Sack Cake; Sep 25 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Aida- by Verdi. Conducted by 
Roberto Abbado and directed by 
David Pourrtney. with sets by 
Robert Israel; Sep 26 

• Le Nozze de Figaro: by 
Mozart Conducted by Peter 
Schneider in a staging by Dieter 
Dorn. Cast indudes Amanda 
Roocroft and Alison Hag ley; Sep 
27, 30 

• Peter Grimes: by Britten. 
Conducted by Jun Mark] in a 
production directed by Tim 
Aibery. The title role is sung by 
Philip Langridge; Sep 28 


■ NEW YORK 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Ariadne auf Naxos: by 
Strauss. Revival of a production 
staged by Elijah Moshinsky, with 
designs by Michael Yeargan; 

Sep 27 

• Carmen: by Bizet Revival of a 
production by Franco Zeffirelli; 
Sep 25, 27, 30 

• Marion: by Massenet Revival 
of a staging by Jean- Pierre 
Pormelle; Sep 26 

New York State Theater 


Tet 1-212-870 5570 

• L'ltaSana in Algeri: by Rossini. 
New York C'rty Op era/ 
Gfimmerglass Opera. Conducted 
by George Manahan and directed 
by Christopher Alden; Sep 27. 30 

• La Traviata: by Verdi. Revival 
of Renatta Scotto’s New York 
City Opera production, 
conducted by Emmanuel Joel; 
Sep 25, 28 

• Macbeth: by Verdi. New York 
City Opera. New production 
directed by Leon Major and 
donducted by George Manahan; 
Sep 26 


■ PARIS 

CONCERTS 

Thd3tre des Champs EJys4es 
Tel: 33-1-49525050 

• Orche s tra National de France: 
conducted by Charles Dutoit in 
works by Debussy, Schumann 
and Berlioz. With piano soloist 
Michel Dalberto; Sep 25 

• Cellist Sonia Wieder- Atherton 
and pianist Jean-Claude 
Pennetier perform works by 
Faura, Beethoven and Brahms; 
Sep 28 

DANCE 

Th&atre des Champs Efys^es 
Tel: 33-1-49525050 
Ballet National de Nancy et de 
Lorraine: Programme 1 - 
including works by Balanchine 
and Kylian; Sep 26, 29. 
Programme 2 - GiseUe, adapted 
and choreographed by Pierre 
Lacctte; Sep 27, 28 

EXHIBITIONS 

Mus£e National d'Art Modems, 
Centre Georges Pompidou 


Tel: 33-1-4478 1233 
Fernand Leger retrospective of 
the early modernist, who 
emerged from the Cubist 
revolution to move towards 
abstraction, but whose 
experiences in the war and 
socialist principles led him back 
to figurative painting. The 
exhibition will travel to Madrid 
and New York; to Sep 29 

OPERA 

OpAra National de Paris, Opera 
Bastille Tel: 33-1-44731300 
Turandot by Puccini. New 
production by Francesca 
Zambello. Conducted by 
Georges PrSfre; Sep 25, 28 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
1CLOO: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

0 CNBC 

08^0: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 


t; . 
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COMMENT & ANALYSIS 


Economic Viewpoint * Samuel Brittan 

Bank held to account 

The test of the UK’s new monetary policy system will be how effectively 
parliament can monitor the Bank of England’s key decisions 



T he expression 
"democratic defi- 
cit” is often applied 
to the European 
Union. It refers to the fact 
that powers have been dele- 
gated by member countries 
to the Union's institutions, 
but that no satisfactory 
method has yet been found 
of making them accountable 
to European electorates. 

It is less often realised 
that a s imil ar problem can 
arise on a national scale. 
The Bank of England was 
made "operationally inde- 
pendent” by Gordon Brown, 
the British chancellor, in 
May. But arrangements 
have still to be worked out 
for making the Bank in 
some way accountable to 
elected representatives 
There are two dangers 
coming from opposite direc- 
tions. One is that the Bank 
will not be sufficiently inde- 
pendent. The governor and 
deputy governors are 
appointed for five years and 
the four outside members of 
the new Monetary Commit- 
tee for three years at a time 
- all by the government of 
the day. Moreover, the infla- 
tion target - now 2'i per 
cent a year over the next 
two years - is laid down by 
the chancellor. So far there 
is no sign of political bias in 
the appointments to the 
Bank. But arrangements 
need to be robust in the face 
of changing chancellors and 
political circumstances as 
elections approach. 

The opposite danger is 
that the Bank will be judge 
and jury in its own case and 
will interpret its inflation 
mandate with little atten- 
tion to outside opinion. The 
two dangers are not mutu- 
ally exclusive- A politically 
packed Bank would be par- 
ticularly likely to be insensi- 
tive to outside critics. 

In this situation the 
responsibility for injecting 
the “voice of the people” 
rests squarely on the Com- 
mons treasury committee to 
which the Bank will report 
This committee has had 
experience of taking evi- 


dence from chancellors and 
governors and similar digni- 
taries. The new chairman, 
the Labour MP Giles Radice. 
chaired in the last parlia- 
ment a subcommittee that 
recommended more inde- 
pendence for the Bank, 
thereby surprising those 
who thought the idea 
uncongenial to Labour. But 
hitherto the Commons com- 
mittee has been able to 
question the Bank ooly on 
the latter's role as adviser to 
the chancellor and technical 
implementor of his policy. 

One important suggestion 
is that a new governor - 
and perhaps other key 
appointments - should have 
to be ratified by the trea- 
sury committee, as the 
chairman of the Federal 
Reserve has to be approved 
by Congress. Even if the 
government refuses to 
accept this as a legal 
requirement, the committee 
should scrutinise appoint- 
ments in the name of the 
Commons. 

The worst (although I 
think unlikely) danger is 
that the committee will take 
a minimalist view of its 
function. By this i mean 
that it accepts without dis- 
cussion the inflation target, 
the two-year horizon and 
the absence of other objec- 


tives. The committee should 
not be fobbed off by being 
told that the inflation target 
is decided by the chancellor. 
The target is not bom fully 
formed like Athene out of 
the head of Zeus. It is the 
result or much discussion In 
both the Treasury and the 
Bank and. one would hope, 
between them. Moreover it 
is to be set anew at the time 
of each Budget, which could 
provide an opportunity for 
considering outside views. 

There was much to be 
said for the 1 to 4 per cent 
inflation band originally put 
forward by Norman Lam- 
ent. the former chancellor, 
in 1993. but which was after- 
wards narrowed by Trea- 
sury and Bank pronounce- 
ments. The mid-point of this 
range was the same as the 
present 2‘= per cent. But the 
wider range had the advan- 
tage of not demanding too 
precise a path for inflation. 
Aiming for excessive stabil- 
ity may be destabilising. 

Moreover, the wider band 
would have made it easier 
to slip in a role for real 
growth without yet another 
change of monetary regime. 
If inflation is around 1 per 
cent, real growth of up to 4 
per cent might be contem- 
plated. If inflation is 4 per 
cent, growth of that speed 


would be a danger signal. So 
with that band we might 
have approached by the 
back door a nominal gross 
domestic product objective 
of around 5 per cent a year 
and not run policy on the 
assumption that real growth 
Is itself dangerous. 

It can also be argued that 
the two-year time horizon is 
badly chosen. It is too short 
from the point of view of 
strategy. Inflation of 3 or 4 
per cent in two years’ time 
may be acceptable as a top- 
of-cycle rate, but completely 
unacceptable if it is the 
start of a longer-term infla- 
tionary take-off. A crude 
examination of rival two- 
year forecasts sheds little 
light on the matter. 

On the other hand two 
years is long enough to pro- 
vide a field day for forecast- 
ers. as it is too far ahead for 
those of us who want to put 
some emphasis on what can 
actually be seen to be hap- 
pening. Indeed it would be 
particularly sad if commit- 
tee members allowed them- 
selves to be Instruments of 
rival forecasters wanting to 
dispute the exact decimal 
point of the Bank of 
England's central projec- 
tion. We are overwhelmed 
with economic forecasts, 
even without the commit- 
tee's efforts. The commit- 
tee’s comparative advantage 
lies in probing underlying 
thinking and strategy. If it 
gets too involved in fore- 
casting. the Bank is likely to 
win game, set and match. 

One alternative to depend- 
ing so heavily on formal 
econometric forecasts is to 
go by market-derived infla- 
tion projections. These are 
based on the difference 
between the yields on con- 
ventional and indexed gilt 
edged securities. Professor 
Milton Friedman recently 
suggested to me that the 
Bank should use such mar- 
ket projections as a guide, 
as well as operating with a 
wide target range for infla- 
tion of -3 to +3 per cent. 

The Bank's Inflation 
Reports used to exhibit such 


market-derived projections 
in a prominent position in 
the final chapter. But in 
May and August these were 
relegated to a minor posi- 
tion in the Quarterly Bulle- 
tin. outside the Inflation 
Report itselfl The Bank may 
have been embarrassed by 
the fact that market-based 
inflation projections 
dropped by more than half a 
percentage point on the 
announcement by the chan- 
cellor in May of the new 
monetary arrangements - 
just at the time when it was 
getting ready for further 
interest rate increases. More 
recently it may have suf- 
fered the opposite embar- 
rassment of seeing that, 
despite its policy moves, 
these projections still show 
expected Inflation averaging 
more than 3 per cent over 
the next three years. 

Although economic and 
monetary union is not its 
central concern, the trea- 
sury committee cannot over- 
look the obvious possibility 
that a government may rec- 
ommend membership for 
early next century. It would 
be wrong to establish a 
domestic monetary regime 
that made the transition 
unnecessarily difficult. 

Where there is little differ- 
ence in merit between alter- 
native procedures, or the 
arguments are finely bal- 
anced. why not give the ben- 
efit of the doubt to Emu- 
compatible arrangements? 
One example - desirable in 
itself - would be to give the 
Bank a more formal role in 
setting the inflation target, 
as the New Zealand Reserve 
Bank already has. Another 
more technical proposal 
WOUld be to try to minimis* 
differences in relation to 
minimum reserve require- , 
ments. The movement on 
the Continent is away from 
them. Why not make a ges- 
ture by having very small 
requirements in the 
UK? 

This article is based on the 
author's evidence to the 
Treasury committee 


Latest Bank inflation projection (RPIX) 

% increase tn prices on a year earlier 
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• WilliaBi D«w*iBS V, 

JAPAN: A REINTERPRETATION By Patrick Smith 
Pantheon Books, $27, 385 pages 

Anatomy of an 
identity crisis 

In fact, the Up to a point, Japan's abtt- through political contortions 
^ whole of Ity to import and adapt. is a before it can agree to send 
jfc.’* ‘ Japan is pure secret of its economic devel- troops. The criticisms it 
ki.' l;'jy invention, opment. But. argues Smith, attracted in the Gulf war. 
t There is no importing much of your when Tokyo at first refused 

such country, identity is also a weakness. to provide equipment and 

there are no such people - Take the state of modem then grud gin gly agreed to 

Oscar Wilde, The Artist as Japanese popular culture, provide $l3bn (£8bn), still 
Critic The busiest domestic tourist cause policymakers pain- 

destinations are not the Smith recalls a remark by 
He was joking of course. But ancient capitals of Kyoto Ichiro Ozawa, a former 
today Wilde’s words, the and Mara but ersatz theme prime minister and one of 
Opening to a book on Japan, parks. Alpine villages in the few Japanese politicians 
unintentionally cast light on Hokkaido, a replica of with any vision*. “When we 
the predicament facing the Amsterdam, an English vil- consider the burden that 
country an| f anyone in busi- lage that runs courses in individual nations must bear 
ness or government, who manners — t*ir* your pick. in. international society, it is 
bay dft-iiings with the second These are not just sanitised questionable whether Japan 
largest economy. versions of the outside has functioned folly enough 

Japan has a deeply con- world, but also a replace- to be called a 'nation' at alL" 
fused identity. That is what ment for a culturally impov- A growing number of US pol- 
rtmkpg it tantalisingly differ- erished domestic one, argues ittdans question the useful - 
ent from other industrialised Smith. That is why he found ness of paying for the 
nations. It makes it uniquely Japanese theme parks mel- defence of what is some- 

hard for the Japanese to ancholy entertainment times seen as a rapacious 

define their own position, on Hokkaido's windmills are trade rival. Just imagine the 
important matters. It hin- not nearly as out of place as furore if US servicemen were 
ders the nation from assum- that borrowed constitution, to die defending Japan, 
ing international rights and under which Japan gave up So it is no surprise that 
obligations commensurate the right to use farce over- Smith believes that a more 
with its wealth. And it hin- seas, handed over its defence distant relationship with the 
ders and frustrates outsiders to the US, and adopted a US US would be healthy for 
who must deal with or model of parliament. . Japan. Since that relatton- 

understand Japan. For who It used, until the end of ship is defined in the consti- 
can know or trust the Japa- the cold war. to be taboo for tution, he argues, revising 
nese if they neither know Japanese people to admit that document would be the 
nor trust themselves? that such dependence on a first step. It is only a matter 

The roots of Japan’s idea- wartime victor was the ulti- of time before the security 
tity crisis and possible solu- mate surrender of national treaty with the US also dis- 
tions are the themes of this identity. The consensus appears, he believes. Other 
book by Patrick Smith, a US agreed with the view of Sbig- scholars have predicted the 
journalist who used to work eru Yoshida. the post-war treaty’s end. and they are 
in Tokyo. Smith undestands prime minister, that the pac- probably right, 
and respects the Japanese, iflst constitution was a boon When that happens, 
perhaps better than they in that it relieved Japan of should the west be glad or 
admit to doing themselves, the costs of defence so as to sad? Smith is honest enough 
And as any honest observer, allow it to plough all its not to give a clear answer, 
he comes out of the expert- energy into economic devel- Many western governments 
ence full of ambivalence. opment The US for its part want Japan to take a bigger 
Japan’s identity has been paid the bills gladly as insur- role in the world, but r emain 
largely imported for most of ance against the growth of ambivalent over accepting 
its history. The borrowing Communism in Asia. Japanese influence. Japan is 

starts with Chinese idea- But now, a small number ambivalent too. Smith sug- 
graros. in which the nation of Japanese are starting to gests a more self-confident 
even writes its own name, question the constitution as Japan would be an easier, 
Nippon, in preference to an a barrier to national identity more open partner and 
alternative Japanese pho- - whatever that might be - should be encouraged. It is 
netic alphabet It continues that Japan must assume if it hard to fault that 
with the wholesale import of is to play an international 

western culture since the role commensurate with its Japan: A Reinterpretation is 
second world war and - economic clout available from FT Bookshop 

most profoundly - with the Every time Japan is asked by ringing +44 181 324 5511 or 
use of a constitution more or to participate in United fax credit card details to +44 
less written by the UB occu- Nations peacekeeping, the 181 324 5678 (post and pack- 
pying powers. government . has to go mg 21.50 in Europe) 
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Debt relief proposals still leave 
most poor countries struggling 


Prom Mr Ted van Bees. 

Sir, Your leader “Debt and 
the millennium" (September 
22) is welcome. The propos- 
als of Gordon Brown, the 
chancellor, for a comprehen- 
sive agreement on debt relief 
for at least three-quarters of 
eligible poor countries by 
the year 2000 have been 
hailed for bringing a new 
dynamic into debt discus- 
sions by debtor countries 
and non-governmental 


organisations at the Hong 
Kong meetings of the World 
Bank and International Mon- 
etary Fund. 

As things stand however, 
only six poor countries out 
of the 20 eb’gible will actu- 
ally receive debt relief by the 
year 2000. This is less than a 
third. The rest are left 
waiting, struggling to main- 
tain the precarious balance 
of economic reforms and 
democratic progress pre- 


scribed by the international 
community. Crippled by 
unsustainable debt burdens, 
they will not succeed. There 
have been many promises 
already; the test now is the 
implementation. 

Ted van Hees. 
co-ordinator, 

European Network on Debt 
and Development, 

Rne Dejoncker 46, 

B-1060 Brussels, Belgium 


Fare enough 


From MrR. Temple. 

Sir, The Consumer's Asso- 
ciation (Which?) again 
reports that air Cares within 
Europe are at least double 
those of comparable dis- 
tances in the US. 

We are told that this is 
because of lack of competi- 
tion caused by the shortage 
of landing and takeoff slots. 

The solution is simple and 
only requires the necessary 
political will to implement 
Routes should be auctioned, 
with the contract awarded to 
the airline that puts in the 
bid with the lowest fares. 

R. Temple. 

3 Bramble Lane. 

Sevenoaks, 

Kent TNI 3 1SY.UK 


More likely risk to Emu 


From Mr Stephen Davies. 

Sir, If faced in 2001 with 
the possibility of Emu break- 
ing up, would Bernard Con- 
nolly (Letters, September 19) 
really be totally indifferent 
as to whether he was hold- 
ing a D-Mark -denominated 
deposit with a German bank 
or a lira-denominated 
deposit with an Italian bank? 

And if be would not be, 
bow could financial institu- 
tions remain indifferent to 
the denomination of their 
assets and liabilities? 

Faced with uncertainty 
about the nature of Emu, 
Italian banks, for example, 
would surely have a strong 
preference for deposits with 
them to be denominated in 
lire. They might encourage 


lira-denominated deposits by 
offering a more attractive 
interest rate or might simply 
refuse to let their customers 
denominate deposits in 
euros. If that happened there 
would no longer be a single 
currency. 

The risk is not of a cata- 
clysmic destruction of Emu 
by speculation but that the 
single currency would effec- 
tively cease to exist because 
commercial banks had lost 
confidence in it 

Stephen Davies, 
economic research 
executive. 

Institute of Directors, 

116 Pall Mall, 

London, SW1Y SED 
UK 


Liffe has added-value advantage 


From Mr Daniel Hodson . 

Sir, Reports of Liffe’s 
death struggles are some- 
what fanciful (“Liffe or 
death struggle". September 
19). 

There Is one key element 
in the analysis that you 
miss. Despite generous 
incentives and the alleged 
cost advantages oT screen- 
based trading, our competi- 
tors in Frankfurt, the DTB, 
have made no inroads at all 
in Liffe’s near 100 per cent ’ 
share in D-Mark short-term 
interest rate derivative 
instruments, or D-Mark 
options on those or bond 
products, or indeed any com- 
parable instruments denomi- 
nated in lire. Swiss francs. 


Ecu or sterling, where Liffe’s 
position is unchallenged. 

The reason is simple. Trad- 
ing in these instruments is 
more complex than In the 
government bond futures 
where DTB is making its 
challenge. The value added 
by Liffe’s open outcry trad- 
ing floor for more complex 
trading strategies is unques- 
tionably superior. 

For the future. post-Emu. 
it is in these high value 
added instruments that the 
maximum growth potential 
lies. Total trading In thpso 
instruments denominated in 
European Uni cm currencies 
is around half that of the US. 
So there is plenty of scope 
for mare. 


I personally abhor the bel- 
licose talk of fights, death 
struggles and war.. We 
cooperate extensively with 
other European derivatives 
exchanges. But we compete 
enthusiastically, too, and we 
believe that competition is 
good for all market partici- 
pants. Liffe is best placed to 
offer the market the high 
value added Instruments it 
needs in an expanding mar- 
ket up to Emu and beyond. 

Daniel Hodson, 
chief executive, ■ 

The London International 
Financial Futures and 
Options Exchange, 

Cannon Bridge, 

London EC4N 3SX 


Ambition on 
wrong track 

From Ms Claudia BinaghL 
Sir, Paul Betts's delights 
from rail travel in Italy not- 
withstanding (“Sound of 
Music in the Italian Alps", 
September 22), I believe that 
the remarks of former Ital- 
ian prime minister, Giulio 
Andreotti should not be dis- 
missed outright: “esistono 
due tipi di mattx quelli che 
credono de essere Napoleone 
e quelli che pensano di risan- 
are le nostre ferrovie" 

(There exist two types of 
crazy people: these who 
believe they are Napoleon 
and those who t h in k they 
can improve the National 
Railway). 

Claudia Binaghi, 

71 West 109th Street “5 B", 
New York, NY 10025, OS 


Bridges are 
barred 

From Mr Alan Kaplan. 

Sir, I read with great into 
est Mr Riccardo Squitieri’s 
letter (September 19). From 
■personal experience I can 
say that cultural bridges an 
built by people and. unfortu 
nately, people are the ones 
who prevent them being 
bunt. I refer specifically to 
the bar associations in Egyj 
and Jordan, prohibiting thei 
members from cooperating 
with Israeli lawyers and 
businessmen. 

Fortunately, not all law- 
yers in Egypt and Jordan 
comply with the boycott tom 
the mere fact of its existent* 
Interferes with the develop- 
ment of mutual business 
between Israeli businessmez 
and their counterparts in thi 
two Arab countries that 
have signed a peace treaty 
with. Israel. 

One would have hoped 
that on the contrary, the 
lawyers would take the ini- 
tiative to build and foster 
cultural bridges to business 
ventures. 

Alon Kaplan, 
advocate, 

Alan Kaplan Law Firm, 

l K i ng David Boulevard, 

Tel Aviv 64 953. Israel 






I 




*' 




f ' 













RNANCIAI. TIMES THURSDAY SEPTEMBER 25 1997 


COMMENT & ANALYSIS 


an 

sis 


vV'C^ 

.»■ : ->V‘ 


■ V-.. 

i-r Of 

v':‘^ 

*» 

•V :?!: , ii l 


- i &S5 

■~ ! r ;;^fc 


' * n 


ibiuonon 
>ng track 


>, are 


Number One Southwark Bridge. London SEI 9HL 
Tel: +44 171-873 3000 Telex: 922186 Fax: +44 171-407 5700 

Thursday September 25 1 997 

The Saudi 
exception 


Flogging and public beheading 
are both common punishments 
in Saudi Arabia, as they once 
were in western countries. But 
in today's west they are 
regarded with revulsion. The 
sentencing of a British woman 
to. 500 lashes by a Saudi court 
for complicity in a murder, 
while another faces a probable 
death sentence, provokes a 
storm of western outrage which 
is not heard when the victims 
are Saudi Islamist dissidents or 
Pakistani drug smugglers. 

Deborah Parry and Lucille 
McLauchlan were represented 
by defence counsel, and were 
told the charge against them. 
Their trial was thus fairer than 
most in the kingdom, but that 
does not mean it was fair. No 
evidence was brought against 
them, at least in public, other 
than confessions which both 
claimed had been extracted 
under duress. 

Robin Cook, the British for* 
elgn secretary, has spoken for 
public opinion in describing the 
sentence as “wholly unaccept- 
able in the modem world”. He 
could hardly do less. But he 
must know that the two women 
will not be saved by threats or 
table-thumping. Luckily Saudi 
Arabia’s rulers still attach con- 
siderable importance to British 
friendship. They also have a 
particular respect for the Prince 
of Wales, because of his friendly 
I public comments on Islam. A 
| discreet but urgent personal 
appeal for clemency from him to 
King Fahd is the thing most 


Yeltsin’s ploy 


President Boris Yeltsin's speech 
to -the upper house of the Rus- 
sian parliament yesterday 
marked a vital shift in the gov- 
ernment's attitude towards the 
chaotic capitalism it has created 
on the ruins of communism. It 
was also long overdue. 

The state must reassert its 
authority as regulator of legal 
activity and fair competition, be 
declared. He was not calling for 
a return to the bad old days of 
state ownership and central 
planning. But he was calling for 
the creation of economic order 
to regulate the present 
free-for-alL 

It will be much easier said 
than done. Vast powers have 
been transferred by the state to 
an unelected and largely unre- 
gulated alliance of former com- 
munist apparatchiks and hugely 
wealthy new bankers. The pro- 
cess has been privatisation of a 
sort, but without a framework 
of laws and taxation to control 
it. . Government has been 
reduced to penury by its inabil- 
ity to collect revenues. Power 
has been transferred to a new 
elite of robber barons. 

The president's advisers 
argue that the process was inev- 
itable, In the revolution needed 
to dismantle the old system. 
First, it was essential to ensure 
i that there would be no return to 
communism, they say. That 
meant the reformers in govern- 
ment had to forge a broad coali- 
tion with the new capitalists. 


and allow them to make them- 
selves rich very quickly. 

In exchange, those barons 
would break the power - and : 
psychology - of state control of 
the pillars of the economy, and 
make any return impossible. 
Their coalition financed the re- 
election of Mr Yeltsin last year. 

Yesterday the president 
announced the switch to a new 
phase: bringing the new capital- 
ists under control. He called for 
“clear and equal rules of eco- 
nomic behaviour”. He promised 
to root out corruption from the 
state bureaucracy, and to insti- 
tute competitive tendering 
throughout the economy. 

The problem is that the cen- 
tral government is not only 
weak, it is also divided. Some 
are undoubtedly determined to 
create an open economy. Others 
would prefer to share in the 
spoils of the largely unregulated 
oligopoly which has replaced 
the monolithic power of the 
state. 

That is compounded by a 
democratically-elected parlia- 
ment dominated by nostalgic 
communists and nationalists, 
with only a minority of muddled 
reformers to counter their 
effect. Mr Yeltsin is an instinc- 
tive politician who likes to 
divide and rule. What is needed 
from him now is vision and 
leadership. He has signalled a 
step in the right direction. But 
delivering it will be a long and 
uphill struggle. 


Mega banks 


Investment bankers have 
become obsessed with the idea 
of the “global bulge bracket”, a 
s mall international elite of 
firms expected to dominate the 
.industry in the next century. . 

For leading European invest- 
ment banks, the idea is becom- 
ing increasingly alarming. All . of 
today’s top tier - Goldman 
Sachs, Merrill Lynch, Morgan 
Stanley Dean Witter and 
J.P. Morgan - are American. 
Only Credit Suisse, which owns 
the old First Boston group, and 
Swiss Bank Corporation, which 
recently acquired Dillon Read, 
can claim to be nearly as strong 
in the US as their biggest US 
competitors are in Europe. 

Travelers Group's $9bn plan 
to take over Salomon Brothers 
and merge it with its own Smith 
Barney brokerage is unlikely to 
calm European anxieties. The 
addition of Smith Barney’s US 
equities and distribution capac- 
ity will strengthen a business 
which was already a s ignifican t 
player oh the world stage. 

Happily, there appears no 
danger that European govern- 
ments will wwfcp the same mis- 
| take in investment banking as 
! they did in aircraft manufac- 
< ture, by designing a multina- 
tional camel to carry the flag of 
the old world- The idea of an 
investment banking Airbus is 
terrifying. Nor does the Salo- 
mon deal seem likely to trouble 
the Brussels competition 
authorities, which have so 


recently been making them- 
selves unpleasant to Boeing. 

There is a danger, however, 
that the investment bankers 
themselves, who are notoriously 
fond of league tables, will fall 
into the same traps- Mistaking 
size for quality, some banks 
may be preparing to rush into 
unwise mergers or acquisitions 
for fear of being left behind. 

Salomon is itself one of the 
best illustrations of bow quickly 
bulge brackets can change. In 
the late 1960s. before scandal 
struck it the firm was consid- 
ered alm ost indecently power- 
ful, the embodiment of Wall 
Street machismo. Today, 
although still a force to be reck- 
oned with in certain markets, it 
has Mien into the second tier. 
Further back, firms such as Dil- 
lon Read and Kuhn Loeb were 
once in the bulge. 

Today’s bulge bracket may 
appear immutably strong, but 
even if disaster does not strike, 
the current group faces strong 
competition, as commercial 
hanks and financial conglomer- 
ates - such as Travelers - take 
advantage of US deregula ti on. 

J.P. Morgan, now considered 
in file top tier, is a former com- 
mercial bank only recently 
a r ri ved in the bulge. Other US 
commercial banks such as 
Chase Manhattan could make 
the same breakthrough- So, too, 
could some European banks - 

but not if they continue to look 
to the US in panic. 


Wall Street’s Big Bang 

Tracy Corrigan considers the implications of the $9bn merger 
between Salomon Brothers and Travelers Group 
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likely to have an effect. 

But if Mr Cook is to be con- 
sistent in upholding the cause 
of human rights worldwide, he 
should indeed have something 
to say about Saudi Arabia. Vio- 
lations may not be on the scale 
of the most bestial regimes, 
such as those in Iraq or Sudan, 
but they are bad enough. Tor- 
ture is by all accounts endemic. 
Justice is secretive and sum- 
mary. Opportunities for peace- 
ful opposition or public dissent 
are non-existent. Corruption 
and hypocrisy are rampant. I 
including in the highest reaches 
of the royal family. 

All this the west turns a blind 
eye to. for two reasons. The first 
is respectable though hardly 
glorious: the fear that destabilis- 
ation of the kingdom could lead 
to the fall of the dynasty and its 
replacement by a regime which 
would be harsher still, as well 
as less friendly to the west. The 
other is straightforward com- 
mercial interest, in Britain's 
case linked mainly to massive 
arms sales whose real value, 
whether to Saudi security or 
British prosperity, is hard to 
calculate. 

The state’s involvement in 
arms sales, and the secrecy in 
which they are shrouded, result 
in serious distortions of both 
foreign and economic policy. A 
government really interested in 
pursuing an ethical, or indeed a 
prudent, foreign policy should 
make reducing Britain’s depen- 
dence on such sales a high pri- 
ority. 


W all Street is 
changing so fast 
that investment 
banks that were 
leviathans yes- 
terday look like minnows today. 
The S9bn merger of Salomon and 
Travelers’ Smith Barney has 
raised the stakes in the US 
investment banking industry yet 
again. The deal is likely to force 
both the existing heavy-bitters 
and the "wannabes” to take 
another look at their strategies. 
It may well spark another round 
of consolidation in the US securi- 
ties business. And it is likely to 
widen the gap between US and 
European companies yet further 
in the race to become genuinely 
global investment h anks . 

“It does up the ante.” says 
Carter McLelland, chief executive 
officer at Deutsche Bank North 
America. “The biggest competi- 
tive threat is probably to the 
largest US investment banks.” 

The US firms being challenged 
are Wall Street's triumvirate of 
Merrill Lynch, Morgan Stanley 
and Goldman Sachs. All three are 
widely viewed as the redefined 
top tier of US investment bank- 
ing (the so-called “bulge bracket" 
of companies). This used to con- 
sist of half a dozen firms. In the 
past five years, however, these 
three have pulled away from the 
pack and have come to dominate 
equity and bond underwriting 
and the booming business of 
mergers and acquisitions. 

All three firms can boast a 
powerful presence oot only in the 
US. the world’s largest capital 
market, but also in Europe and 
Asia, where they frequently beat 
local competitors in the battle to 
arrange privatisation deals and 
global equity transactions. 

Jim Hanbury. a securities ana- 
lyst at the New York office of 
Schroders, the Investment bank, 
believes that yesterday's deal will 
push the two partners - Smith 
Barney, with its powerful US bro- 
kerage network, and Salomon, 
with its strong global presence 
and moderately successful invest- 
ment banking business - into the 
top tier. 

“There will now be three com- 
panies. all American, with a huge 
US distribution capability and a 
global origination capability," 
says Mr Hanbury. 

The other two are Merrill 
Lynch, the only brokerage which 
largely built its own global 
investment hanking business and 
now underwrites mare debt and 
equity globally than anyone; and 
Morgan Stanley, a highly suc- 
cessful investment bank which 
added US retail distribution 
when it was bought by Dean Wit- 
ter in February. 

“This is another example of the 
industry consolidation we have 
been expecting for quite some 
time now. Merrill Lynch remains 
in an extremely strong competi- 
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five position . . . and will continue 
to build our position from within 
and by selective acquisition,” 
says a Merrill spokesman. 

This leaves Goldman Sachs. 
Wall Street’s last large partner- 
ship. in an uncomfortable posi- 
tion- Hie firm has argued it does 
not need Its own brokerage arm. 
Certainly, Goldman has become 
one of the world's top equity 
underwriters by renting, rather 
than buying, retail distribution. 
But it is starting to look rather 
small- it has less than 10.000 staff, 
compared with Merrill Lynch’s 
54,000. 

“Goldman has been enor- 
mously successful but will proba- 
bly be revisiting the issue” of 
whether they need to add distri- 
bution firepower, says Schroder’s 
Mr Hanbury. “It may not be what 
they want to do, but they may 
have to do it" 

The deal will thus bring 
renewed competitive pressure on 
those already in a dominant posi- 
tion. But even more than that 
the emergence of a giant handful 
will pose especially hard ques- 
tions for new entrants to the 
market 

Those new entrants include a 
handful of brave European banks 


with ambitions to slug it out with 
the US giants. Developing a 
strong OS business is essential to 
any investment banking business 
with truly global ambitions. In 
fact most analysts believe that 
an international elite of invest- 
ment hanks is already evolving, 
made up of a handful of firms 
offering the spectrum of invest- 
ment banking services in the US, 
Europe and Asia. 

In this global battle, the three 
US giants already have a big 
lead, having established strong 
arms outside the US. The cou- 
pling of Salomon's worldwide 
network with Smith Barney’s dis- 
tribution gives the new firm a 
strong claim to be part of that 
elite. 

European banks still have to 
prove they can make it in such 
company. "The US investment 
banks have a big advantage over 
the Europeans,” says Mr Han- 
bury. “AH the Europeans have is 
a strong corporate client list in 
France or Germany." Mr Han- 
bury argues that they lack distri- 
bution capacity in the most 
important market, the US- 

At the head of the European 
pack in the rush to gain a place 
in America is Deutsche Morgan 


... . 


Grenfell, which has created a stir 
by hiring teams from US houses, 
such as technology investment 
bankers from Morgan Stanley. 
Mr McLelland of Deutsche says 
his firm is growing organically 
and is "happy” with its bonds 
and equities businesses. 

Some Europeans have expan- 
ded through acquisition, but only 
on a small scale - as in SBC 
Warburg's purchase of Dillon 
Read, a niche Investment bank- 
ing business. The other pretend- 
ers are Union Bank of Switzer- 
land and ING of the Netherlands; 
Britain’s BZW and NatWest Mar- 
ket also have greater aspirations. 
Some analysts believe the quick- 
ening pace of consolidation could 
now force the Europeans to take 
more drastic action if they want 
to join the US top tier. 

The other group of potential 
bidders is the commercial banks, 
whose market capitalisation - 
and hence potential to make 
acquisitions - far outstrips even 
the biggest investment banks. 

One potential deal is often 
talked about: the idea that Chase 
Manhattan might acquire Merrill 
Lynch. Whether such a deal 
could ever come off - and opin- 
ions differ on its likelihood - the 
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T he purchase of Salomon 
yesterday came after a 
week of speculation 
abont the object of Trav- 
elers’ desire, with speculation 
centring on Bankers Trust and 
JJP. Morgan. Now that mystery 
has been cleared up, analysts are 
trying to spot the next deal: 
apparently being a medium-sized 
investment bank just does not 
cut It any more. 

The hottest target is Lehman 
Brothers, one of the few remain- 
ing decent-sized investment 
banks. After it was freed from 


Names in the frame 


the grip of American Express 
and lost Shearson to Smith Bar- 
ney, Lehman was known to have 
been touted around Wall Street 
to several European banks and 
US firms, including Salomon. 
Wall Street analysts say poten- 
tial bidders may now look again. 
Lehman, though, does not pro- 
vide what many want: strength 
in equities and M&A. 

Donaldson Lufkin & Jenrette 


would do that, bnt there is a 
snag: its parent Axa has not 
been keen to selL A purchase 
might also raise regulatory, 
issues because of DLLs big cor- 
porate investments through its 
private equity business. 

PaineWebber, which like DU 
and Lehman insists it plans to 
remain independent, has another 
desirable commodity: a broker- 
age network. It has also tried to 


bnild an investment banking 
business, with limited success. 

Takeover hopes yesterday 
pushed up the shares of Ham- 
brecht & Quist, the San Francis- 
co-based technology investment 
bank. There are also lots of 
regional brokerages that could 
ivinunanfi big premiums, though 
none is big enough to catapult a 
bidder into the first division of 
investment banking. 
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Bright light 
for Weill 

■ One of Sandy Wall's foibles is 
a large neon sign outside his 
offifg When thu chairman of 
Travelers Group is happy, the 
sign says so. When he’s feeling 
down - almost always because 
the share price displeases him - 
the ex tra word, “not” lights up. 

After agreeing to pay upwards 
of $9bh for - Salomon Brothers 
yesterday, it's a feir bet that 
Well was feeling chipper. 

Aritfmg the investment bank's 
Wall Street muscle cements ' 
Travelers as one of the biggest 
frrnrTK»tal hitters in the US. 

it’s worth remembering that 
Weill’s empire has its roots In . 
Commercial Credit, the small 
Ccodral Data subsidiary he 
bought into back in 1986. Last 
year, he was the third 
highestpaid chief executive to 
the US, with cash to spare Dor a 
3&Sm donation to Carnagy HalL 
The neon sign isn’t the only 
evidence of Weill’s love of bright 
lights. The man who made his 
name building — ami then selling- 
- brokerage house Shearson * 
apparently Hkes to unwind with 
cheats and colleagues around a 
blazing fire and has a fireplace 
to Tils lower Manhattan offices, 

A previous Wedl fireplace - an 
the 106th floor of New York's 
World Trade Centre when he ran 
■Shearson way back fa the 1970s 


- was claimed to he the highest . 
in the world. 

He’s also added some light 
outside the Travelers building - 
less than a mile north of 
Salomon’s headquarters - in the 
shape of a bright red umbrella, 
the company logo. Many New 
Yorkers felt their skyscape was 
interesting enough without it - 


Figure it out 

■ Italy’s statistics agency Istat 
is in the habit of briefing 
journalists on economic data 
half an hour before its Siam 
release, on the understanding 
that they don’t tell their papers 

imril than 

But some news hounds have 
been, using mobile phone code to 
call their offices. “Hello, is Mario 
there?” tnpflmg industrial output 
up Q a per emit an inquiry after 
Pasquale gt gwaic a 0.2 per cent 
rise: In future, say the number- - 
crunchers, all calls out of the 
press room must begin: “Hello, 
it's me at Istat” So it's all down 
to creative voice modulation. 


High hopes 

■ Is Israel’s transport ministry _ 
having flights of fancy over 

gfrn ggltng national airlhw lgl Ai? 

Whatever visiting UK transport 
minister Gavin Strang said to 
them an his visit this week 
prompted a ministerial 


. statement that-Britisb Airways ~ 
was interested in taking a stake 
in the carrier. Maybe transport 
minister Yitzhak Levy forgot 
that BA’s days as a state-run 
company were well behind it - 

BA’s saying nothing, but 
suitable partners aren’t 
queueing up to help the Israeli 
government with its 
privatisation plan. Sections of 
Israel’s religious community 
have no intention of allowing 
the airline to fly on a Saturday - 
the Sabbath - or any other 
Jewish holiday. With SI 00m a 
year security costs on top, it 
doesn't look like a 
moneyspinnar losses are 
expected to be $40m this year. 

At least Levy’s prepared to see 
one hurdle come down: he says 
the question of whether El Al 
should fly on the Sabbath is “up 
to the shareholders”. 


Watch this space 

■ Looking for a foolproof 
method of losing weight? A new 
US space travel agency Is 
offering one option: zero-gravity 
fli ghts, to which hapless punters 
pay $5,500 to experience fbe 
effect of weightlessness aboard a 
Russian KC- 135 jetliner. - 
The effect is achieved by 
flying the jet an a parabolic path 
- a slow ascent followed by a 
rapid earthward plunge. Some 
might thinlr this is pretty 
average stuff for a Russian ... :... 


“plane, but it’s perhaps worth 
paying over the odds for the 
promised soft landing. 

Space Adventures, based In 
Fairfax, Virginia, is also 
accepting bookings for flights 
into sub-orbital space, though 
there’s just one small catch - no 
one has built a suitable 
spaceship, so there’s no 
departure date or ticket price. 

Before handing over your 
$6,000 deposit, it's worth 

fhackinp out *hp small print to 
the brochure. Among other 
things, it warns that passengers. 
wiB not be provided with 
parachutes. And whatever else Is 
uncertain about the spaceship# 
won’t have any bathrooms. 


Office module 

■ Another company lists on the 
New York Stock Exchange - 
another chance for chairman 
Dick Grssso to add to his toy 
collection. This time it was a 
model of the Mars Pathfinder 
module, presented by JOrgen 
Dor mant!, rhairman of Hoechst 
which-Usted to New York 
yesterday - the space module 
landed on the planet cushioned 
by airbags made from fibre 
produced by the German 

chemicals company. 

Grasso’s favourite in the 
growing pile of gifts in his office 
is an 18-wheel truck from Font. 

it helps to keep the children 
.amused when they drop in. 


point is that an acquisition of a 
big investment bank by a big 
commercial bank would change 
the landscape again. Chase is 
already busy building its own 
investment h ankin g business. It 
has created a strong high-yield 
bond business, but has struggled 
to gain much of a presence in 
mergers and acquisitions. A big 
acquisition by Chase would 
almost certainly unleash a fur- 
ther wave of consolidation. 

And despite the remaining reg- 
ulatory barriers in the US. the 
rules have been slackened 
enough to allow commercial 
banks to buy investment banks, 
though investment banks cannot 
yet buy commercial banks. For 
the likes of Goldman and Merrill, 
this is a continuing frustration. 

Even without such huge deals, 
Raphael Soifer, securities analyst 
at Brown Brothers Harriman, 
believes that consolidation will 
continue. “There is a rather 
lengthy list of regional firms,” he 
notes, which are likely to be 
bought “As to a rerun of [Lon- 
don’s] Big Bang, where the big 
banks came in and swooped up 
all the City firms, I think that is 
most likely in a bear market." 


Tbe biggest excitement on 
Wall Street was the prospect that 
yesterday's deal might unleash a 
new breed of mega-mergers 
between banks and investment 
banks. Chase. NationsBank and 
Citicorp have plenty of firepower 
and, according to some, tbe 
desire to create financial services 
giants. If they become involved, 
even the newly enlarged Travel- 
ers would be dwarfed. 


Tracy Corrigan 
William Lewis 


100 years ago 

Depression In The Transvaal 
Johannesburg, as the great 
centre of activity, naturally 
feels the depression most 
acutely, but poverty and 
privation are now the 
prevailing conditions from 
one end of the country to the 
other. Meetings are being held 
all over the country at which 
the burghers are passing 
resolutions insisting on the 
adoption of the Industrial 
Commission's report. At such 
places as Krugersdorp. 
Klerksdorp, Middelborg and 
Fordsburg - all centres of 
almost exclusively Boer 
population — the demand bag 
been made with a vehemence 
which could not be surpassed 
by any Ultlander assembly. 

The condition of thing s on 
the Rand now is simply 
deplorable. The smaller 
traders are going to the wall 
in large numbers every week. 
One wholesale firm has had to 
attend 46 meetings of 
creditors during the last six 
weeks, and another 19 
meetings in one week. Under 
normal conditions here 
business is brisk and 
everybody flourishing, while 
today the shops are nearly 
empty, debts cannot be 
collected, and the streets teem 
with unemployed. 
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Plavsic signs deal with (Cubans 
rivals to hold elections ume at 


Bosnian Serbs in accord to end power struggle 


By Guy Dinmora in Belgrade 

Biljana Plavsic, the western- 
backed president of the Serb 
half of Bosnia, yesterday 
reached a deal with her hard- 
line rivals on holding elections 
to end a power struggle that 
has split the territory and 
dragged Nato peacekeepers 
into conflict with nationalist 
Serbs. 

The Yugoslav news agency 
Tanjug said Mrs Plavsic had 
signed a three-point agreement 
in Belgrade with Slobodan 
Milosevic, the Yugoslav presi- 
dent, and Momcilo Krajisnik, 
the har dlin e Serb representa- 
tive in the collective Bosnian 
presidency, who is allied with 
Radovan Karadzic, the ex-pres- 
ident indicted for war crimes. 

The three agreed to take 
measures to prevent the divi- 
sion of the Bosnian Serb entity 
in line with the US-mediated 
Dayton peace accord that 
ended the 1992-95 Bosnian civil 
war. Tanjug reported. The 
agreement set elections for the 
Bosnian Serb parliament for 


November 15, observed by the 
Organisation for Security and 
Co-operation In Europe. Mrs 
Plavsic and Mr Krajisnik will 
then allow elections to be held 
for tbelr separate presidencies 
on December 7. 

The official radio and televi- 
sion network will broadcast on 
alternate days from Mrs Plav- 
sic's north-west stronghold of 
Banja Luka and from its main 
studio controlled by Mr Karad- 
zic In Pale In eastern Bosnia. 

Analysts said the deal repre- 
sented a significant climbdown 
by the hardliners, who had 
refused to recognise Mrs Plav- 
sic's dissolution of parliament 
or yield control of the media. 

Mr Milosevic has been under 
US pressure to use his influ- 
ence over the Bosnian hard- 
liners to end the crisis. It was 
the first time he had met Mrs 
Plavsic since she became presi- 
dent more than a year ago. 
Mrs Plavsic, who has bitterly 
criticised Mr Milosevic and 
was detained by his police at 
Belgrade airport in June, was 
positive about their encounter. 


“It was a very successful meet 
ing. I think Mr Milosevic had 
good suggestions how to 
resolve some problems in the 
Serb Republic," she said. 

The power struggle bas 
divided the Bosnian Serb terri- 
tory and led to parallel govern- 
ments in tbe west and east 
Clashes have erupted between 
rival forces trying to gain con- 
trol of police stations and tele- 
vision transmitters. 

The conflict erupted this 
year when Mrs Plavsic accused 
the hardline clique around Mr 
Karadzic of corruption, and 
dissolved parliament. Western 
governments backed Mrs Plav- 
sic. seeing her as a more com- 
pliant partner in the peace 
process. 

Troops helped her secure 
police stations in Banja Luka 
last month, but US soldiers 
were attacked by mobs in the 
north-east town or Broke on 
August 28 when Plavsic loyal- 
ists tried to take the security 
centre there. 


SeseU toughs it out. Page 2 


Bhutto investigators claim 
$3bn taken out of Pakistan 


By Jimmy Bums 

Pakistani investigators have 
increased to more than S3bn 
their estimate of tbe money 
they allege the family of Ben- 
azir Bhutto, former prime min- 
ister, has illegally siphoned 
out of their country. 

Much of it was allegedly 
from the proceeds of drug traf- 
ficking. 

The figure - doable earlier 
official estimates - was 
described by one senior Paki- 
stani official yesterday as a 
"conservative estimate" based 
on assets identified in several 
countries including Britain, 
Switzerland, France. Luxem- 
bourg. and Poland. 

Investigators say the assets 
include cash held in bank 
accounts or offshore compa- 
nies. Some of the cash is 
thought to have included com- 
mission payments made by for- 
eign companies seeking busi- 
ness in Pakistan. 


In the UK, the assets, owned 
directly or through front com- 
panies, include two properties 
- one in Surrey worth £3.5m 
and the other a luxury apart- 
ment in London. Other assets 
identified include a 
Rolls-Royce, a Bentley, and 
several polo horses. 

Pakistani officials say the 
British government is poised 
to freeze bank accounts and 
properties after Pakistan pro- 
vided supporting evidence of 
drug trafficking, master- 
minded by Benazir Bhutto’s 
husband. Asif ZardarL 

Mr Zardari is in prison in 
P akis tan awaiting trial on a 
murder charge. Ms Bhutto, 
Pakistan's leading opposition 
figure, has denied that assets 
held by her family in Europe 
have been obtained through 
illegal means. Her friends 
claim a political vendetta is 
being carried out against her. 

The UK told Pakistan last 
week that it could not offi- 


cially sanction freezing assets 
because there was no bilateral 
agreement for mutual assis- 
tance in crime investigations. 
However, Pakistan is now con- 
fident that action will be taken 
by the UK under the UN con- 
vention on narcotics and drugs 
control, which both countries 
have signed. 

The Financial Times was 
yesterday shown a copy of a 
recent six -page intelligence 
report by Pakistan's anti-nar- 
cotics force alleging wide- 
spread corruption in key gov- 
ernment departments daring 
Ms Bhutto's administration. 

It named as one of Mr Zar- 
dari's "close collaborators” a 
Pakistani businessman who is 
the director of several compa- 
nies registered in the UK 

A spokesman for the Foreign 
Office said last night: “We 
have been asked to help by the 
Pakistani authorities and we 
are trying to do everything we 
can within UK law." 


NEC bows to US technology for new PCs 


Continued from Page 1 

another leading PC maker, 
switched to the IBM camp in 
1994. NEC had a huge volume 
of application software tailored 
to its proprietary operating 
software. 

Hisashi Eaneko, president of 
NEC, said the decision to 
switch early to Windows 98 
specifications would support 
the company's expansion in 
the global PC market. 

The decision to keep its stan- 


dard had cost it dearly in mar- 
ket share and, according to 
Hitoshi Kuriyama, industry 
analyst at Goldman Sachs In 
Tokyo, the latest shift "is a 
decision that NEC would have 
had to make sooner or later”. 

The NEC 9800 series, which 
by some accounts once com- 
manded a market share in 
Japan of as much as 70 per 
cent, has seen market share 
slip to 35 to 40 per cent, 
according to industry esti- 
mates. 


Meanwhile the market share 
of companies using the Japa- 
nese version of the Microsoft 
operating system. DOS/V, has 
increased significantly. NEC 
had adopted Windows 95 in its 
latest PCs but problems 
remained, particularly in tbe 
use of PC communications. 

NEC is likely to encounter 
some initial confusion in tbe 
market as customers who had 
remained loyal to the NEC 
standard react negatively to 
the switchover. 


US over 
hybrid 
cigar plan 

By Pascal Fletcher In Havana 

Cuba's cigar makers are 
enraged by a OS company’s 
plans to launch a cigar in the 
VS with the same name as one 
of the best-known Cuban-pro- 
duced Havanas sold around 
the world. 

Connecticut-based General 
Cigars Co. is launching a cigar 
in New York today made with 
tobacco grown from Cuban 
seed in the Dominican Repub- 
lic, enriched with Indonesia 
tobacco and wrapped In leaf 
from Cameroon. The name 
chosen for the exotic hybrid is 
the Cohiba. 

Bnt Cohiba, a Caribbean 
Indian word meaning a twist 
of tobacco leaves, is also the 
name of a Cuban cigar, por- 
trayed by tbe state cigar com- 
pany as the unrivalled Prince 
of Havanas. 

The launch of the other Coh- 
iba in a US market hatred to 
sales of Cuban cigars by a con- 
tinuing trade embargo has 
incensed the Cubans, who say 
it is a fake. 

"It's cheating the con- 
sumer," said Adargelio Gar- 
rido, a lawyer with the Cuban 
state cigar company Habanos 
S.A— Habanos issued an "alert 
to the connoisseur of the Coh- 
iba cigar" this week, when it 
said the US Cohiba was an 
attempt to cash in on the 
Cuban cigar. 

Not so, said General Cigars' 
president, Austin McNamara. 
He said his company had filed 
registration of its Cohiba 
brand with the US Patent and 
Trademark Office in 1978 and 
had been selling limited quan- 
tities in the US since then. 

Mr McNamara said General 
Cigars’ Cohiba was "abso- 
lutely good enough to stand 
ou its own legs", and denied 
any attempts to copy the 
Cuban Cohiba: "Yon can't 
compare the two, the only con- 
nection is the name.” 

He added both real and 
counterfeit Cuban Cohibas 
were sold in tbe US market in 
spite of the embargo. His com- 
pany's Cohiba would distinr 
guish Itself from these and 
would be sold with its own 
distinctive packaging. 

The dispute is already the 
subject of litigation. Cuba 
owns the rights to sell its Coh- 
iba internationally outside the 
US. but never registered the 
brand name with the US 
patents office, hi January this 
year, Cuba filed a petition to 
the US patents office seeking 
cancellation of the registra- 
tion of the Cohiba name made 
by General Cigars and Its par- 
ent company Culbro Carp. Tbe 
case Is still pending. 

The use of the Cohiba name 
is doubly infuriating for 
Cubans. Unlike other brands 
of Havanas, the Cuban Cohiba 
cigar was created after tbe 
1959 revolution that brought 
Fidel Castro to power. 


Europe today 

High pressure anchored over the 
North Sea will keep much of western 
Europe settled. There will be plenty 
of sunshine after widespread 
morning fog. Fronts will cross 
Northern Europe, taking rain through 
Scandinavia and the Baltic states 
and into western Russia. Southern 
Scandinavia will stay mostly dry, 
though, with plenty of sun over 
southern Sweden. The central 
Mediterranean will have some heavy 
showers and thunderstorms, 
affecting Sicily Malta and the far 
south of Greece. Northern Spain 
could also have thunders t orms with 
showers in northern Portugal later. 

Five-day forecast 

The Mediterranean will be sunny 
with thunderstorms dying out. 

Central Europe should stay fine but 
the north-west will become unsettled 
with Scandinavia and the northern 
UK turning wet and occasionally 
windy. Eastern Europe will be 
showery and cold with snow 
showers possible later. 

TODAY'S TEMPERATURES 



Situation st midday. Temperatures maximum tar day. Forecasts fay PA lflfea merCentre 



Maximum 

Beijing 

rain 21 

Cardiff 

fair 19 


Celsius 

Belfast 

sun 18 

Casablanca 

fair 26 

AboDhaW 

swi 37 

Belgrade 

far 16 

Chicago 

fair 25 

Accra 

tab 1 37 

Bertta 

sun 19 

Cologne 

sun 21 

Algiers 

Ia*r27 

Bermuda 

fair 29 

Dakar 

fair 31 

Amsterdam 

Sun 20 

Bogota 

thunder 20 

Dallas 

sun 32 

Athens 

thunder 22 

Bombay 

thunder 32 

Delhi 

sun 35 

Atlanta 

shower 28 

Brussels 

sun 22 

Dubai 

sun 40 

3. Awes 

larlS 

Budapest 

fair 18 

Dublin 

sun 18 

3Jtam 

Cloudy 19 

C.hagen 

tat 18 

Dubrovnik 

sun 22 

Bangkok 

thunder 33 

Cairo 

sun 31 

Edinburgh 

fatr 18 

Barcelona 

thunder 24 

Caracas 

fair 32 

Faro 

fair 26 


We wish you 

a pleasant flight. 
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Frankfurt 

sun 21 

Madrid 

fair 27 

Rangoon 

thunder 31 

Geneva 

fat 22 

Mafttca 

Sun 26 

Reykjavik 

cloudy 10 

Gibraltar 

cloudy 24 

Malta 

cloudy 25 

Rio 

shower 24 

Glasgow 

fair 19 

Manchester 

far 19 

Rome 

sun 28 

Hamfiira 

sun 19 

Manila 

shower 31 

S-Frseo 

far 24 

HefeWd 

cloudy 15 

Melbourne 

sun 21 

Seoul 

ram 24 

Hong Kong 

shower 26 

Mexico Ctly 

thunder 24 

Smgepore 

thunder 32 

Honolulu 

far 32 

Miami 

far 32 

Stockholm 

Sun 17 

Istanbul 

shower 18 

Mdan 

sun 26 

Strasbourg 

sun 21 

Jakarta 

far 32 

Montreal 

shower 19 

Sydney 

far 19 

Jersey 

sun 19 

Moscow 

shower 3 

Tangier 

cloudy 29 

Johannesburg fair 23 

Munich 

sun 15 

Tel Aviv 

sun 29 

Karachi 

sun 33 

Nairobi 

far 27 

Tokyo 

shower 21 

Kuwait 

sun 44 

Naples 

thunder 25 

Toronto 

shower 16 

L- Angeles 

shower 28 

Nassau 

far 32 

Vancouver 

ram 18 

Las Palmas 

fatr 28 

New York 

rain 20 

Venice 

sun 23 

Lima 

fair 25 

Nice 

3un 25 

Vienna 

cloudy 18 

Lisbon 

Wr 27 

Nicosia 

sun 28 

Warsaw 

drezl 16 

London 

fair 22 

Oslo 

sun 17 

Washington 

Weikngtbn 

shower 21 

Lux.bourg 

sun 22 

Pans 

sun 23 

far 13 

Lyon 

fair 24 

Perth 

shower 18 

Winnipeg 

sun 26 

Madeira 

cloudy 24 

Prague 

fatr 18 

Zurich 

sun 18 
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Swallowing Salomon 


With one bound they vaulted into 
the bulge bracket. Well, not qurta. 
Tbe merger of Salomon with Travel- 
ers Group's Smith Barney may take 
its i t wt p ff M KflTT ri mn the marriage of 
retail firniriwg and bank- 

ing pioneered by Merrill Lynch and 
imitated: earlier this year by the 
Morgan Stanley /Dean Witter 
merger. Bnt neither of those is 
going to lose much sleep over what 
is essentially a combination of sec- 
ond-tier firms. 

T hat (toes not mean the deal has 
no merits. Far Travelers, which has 
so far concentrated on US retail 
financial services, Salomon faring a 
reasonable presence in high-margin 
investment faniring and a strong 
global fixed income franchise. Salo- 
mon, meanwhile, bas found a home 
after years of uncertainty and a 
deep-pocketed parent at that. And, 
as the success of Merrill Lynch has 
demonstrated, the vertical integra- 
tion of bankers and a salesforce of 
retail brokers should help the 
enlarged group win new equity and 
debt mandates 

That said, tbe purchase of Salo- 
mon adds little to Smith Barney's 
position in equities and asset man- 
agement. And. despite his reputa- 
tion as an astute deal-maker. Trav- 
elers’ chairman, Sandy WeQl, 
appears to be payin g a handsome 
price. The all-share offer values 
Salomon at 13 times expected 1997 
earnings. That may not look expen- 
sive given that Dean Witter paid 20 
times for Morgan Stanley. But Salo- 
mon is no Morgan Stanley, with 
half its profits coming from volatile 
proprietary trading, which is bene- 
fiting from the current bull market. 
Excluding, very roughly, the capital 
assigned to such own-account trad- 
ing. the price is a steep-kmkmg four 
times book value. 

There must also be a risk that the 
merger will not work on the 
ground, when it comes to wwshmg 
Salomon's aggressive trading cul- 
ture with Smith Barney. Putting 
Salomon Brothers boss Deryck 
Maughan and Smith Barney’s 
James Dimon next to each other as 
co-chief executives looks a fairly 
feeble attempt to dress up this 
acquisition as a merger. SharehcK- 
ers' best hope at this point is that 
Mr WeflL who will rsnain in over- 
all control of the whole gr oup , has 
learned from the days when he pre- 
sided over the disastrous merger of 
Shearson 1 -Ahrnan 
The deal, of course, raises the 
question of how other wholesale 
investment banks th at la ck retail 
brokerages will fare. Will Go ldman ' 


US securities houses 
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Sachs, J.P. Morgan and Le hman 
Bkothas find they no longer have 
as easy access to distribution and, 
therefore, get squeezed out of 
underwriting? Probably not. If they 
hare good products to sell, their 
rivals will hardly turn down the 
opportunity to earn a fee from 
distributing them. Independence 
could become a selling point 

So this looks more like another 
instance or consolidation rather 
than the deal that redraws the 
industry's boundaries. True, it 
underlines the attractiveness of 
other second-tier names. But the 
real lesson, perhaps, is that - as the 
likes of Travelers and NationsBank 
are using their own highly-valued 
paps to pick off Wall Street firms - 
the tog Europeans have been priced 
oat of the market 

Gucci 

like supennodel Naomi Campbell 
in her famous skyscraper platforms. 
Gucci has taken a tumble on the 
catwalk. But h may struggle to pick 
itself up again. 

Trite, the near 20 per cent fell in 
the shares yesterday seems exagger- 
ated, since Gucci's earn frig s have 
been downgraded only 10-15 per 
cent. Furthermore, at feast some of 
the reasons for the slowdown in 
growth which the group expects in 
the second half can be put down to 
extraordinary circumstances. The 
sharp decline in sales to Japanese 
customers has affected all luxury 
goods groups, and here Gucci is no 
more exposed than, most But Guc- 
ci's days as the dtinriu luxury goods 
stock are over. The shares have 
umteperf armed the US market by 
54 per cent in the last year, and 21 
per cent since Investoorp - which 


rescued it from collapse in the early 
1990s - sold out last year. The 
underlying business is still growing 
at a reasonable rate: sales are 
expected to grow at roughly 15 per 
cent next year, with stable margins. 
But is a come-down from the 20 
per cent previously expe cted. And 
Gucci no longer benefits from tbe 
sharp boost to profitability i' 
eqjoyed during its recovery phase. 

There is a further point. A year 
ago, fashion stocks were in vogue. 
But disappointments - such as 
Donna Karan's profit collapse - 
have knocked investors' faith 
Shareholders initially thought 
designer labels constituted stable, 
long-term brands. They are coming 
to realise buyers can be fickle 
Fashion has fallen out of fashion. 

France 

The reality of socialist govern- 
ment in France has proven Iks 
daunting than the rhetoric. After 
some early dissenting noises on 
monetary union, Mr Lionel Jospin's 
government has fallen into line. 
And a deft retreat on privatisation 
is under way. But optimists hoping 
for further signs of progress in yes- 
terday's budget will have been dis- 
appointed. Yes, France will meet 
the 3 per cent Maastricht budget 
deficit criterion in 1998 - but that 
hardly counts as a surprise, even if 
it is a telling reminder that France 
can no longer afford a spending 
government And there were some 
good bits, especially the shift from 
payroll taxes to a tax on savings, 
which should help job creation. 

Beyond that, there was little to 
cheer about A sharp rise in com- 
pany taxes had already been 
announced, and the swollen civil 
service girth is widening further. 
More disappointing, though, was 
the absence of any microeconomic 
initiatives to stimulate growth and 
employment. A fixation with the 
macro agenda of Maastricht has dis- 
tracted the government from introd- 
ucing the supply-side reforms the 
economy so sorely needs. 

Indeed, government proposals to 
cut the working week to 35 hours 
from 39 hours look like a giant leap 
in the wrong direction. Fortunately 
signs of compromise have started to 
emerge. Who knows, if business 
engages in horse-trading, it could 
yet receive as a quid pro quo the 
sort of labour market Flexibility 
which has hitherto been taboo. 

See additional Lex comment on 
National Grid, Page 20 
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Taiwan’s ASE 
aims for the top 

Advanced Semiconductor Engineering of 
Taiwan is aiming to be the world's leading 

- microchip packaging and testing company. The 
group test week announced an investment pro* 

- gramme of nearly $12bn. marking a significant 
.step in its aggressive expansion. Page 16 

BZ Group' does well from ‘visions’ 

BZ Group. Swiss finan- 
cier Martin Elmer's pri- 
vate bolding company, 
has earned SFr2bn 
($L.36bn) befbre tax 
since it started manag- 
ing its group of dosed 
end investment funds, 
known as the “visions”, 
in 1991. Mr Ebner Cleft) 
disclosed the figure in 
an interview with a 
Swiss newspaper. He 
has been criticised for the size of the profits he 

- makes on his Investment transactions. Page 19 

Joint venture to revive Fimisco 

Fimfcco, the Greek producer of dead-burnt mag- 
nesite and refractory bricks used in furnace lin- 
ings, is to resume exports. Its mines and plant 
on the island of Euboea have been acquired by a 
joint venture, Viomagn, which will invest 
Di55ba ($l94m) in the group. Page 24 

Sofld growth in Portuguese* markets 

After two years of record gains, fuelled by Call- 
ing interest rates, the Lisbon stock market is 
counting on Portugal's greater integration into 
Europe to provide further progress. Page 34 
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Shell boost in Gulf of Mexico 


By Virginia Marsh in London 

Shell is planning to buy a 
Texas-based gas pipeline and 
storage business at a cost of 
£L35bn In a move that will bol- 
ster its position in the Gulf or 
Mexico, one of the world's 
most exciting deep-water 
exploration regions. 

Shell OH, the US arm of the 
Anglo-Dutch group, has signed 
a merger agreement with 
Tty as. under which it will 
acquire the listed group for 
about $1.45bn and assume 
some $900ra of its debt 

It plans to combine Tejas, 
which has an extensive net- 
work of onshore gas pipelines 
and storage facilities along the 
Gulf Coast, with its own gas 
infrastructure business, to 
form a group subsidiary. 


Pipeline business to be acquired for $2.35bn 


Shell Oil. whose parent 
Royal Dutch/Shell has been 
under pressure to improve 
returns and put its substantial 
cash pile to work, is offering 
$61.50 a share for Tejas - a 23 
per cent premium to its closing 
price of $50 in New York on 
Tuesday. It said shareholders 
owning 19 per cent of Tejas 
bad accepted the offer and it 
hoped to complete the deal this 
year. 

The two companies are 
already joint venture partners. 
Tejas holds a 44 per cent stake 
in Coral, a Shell-controlled 
company set up in late 1995, 
which is one of the top six 
wholesale gas marketing com- 
panies in the US. 


Few details of the merger or 
the new subsidiary's assets, 
expected revenues and market 
share were disclosed. However, 
it is to be led by Tejas' top two 
executives, and is expected to 
hold the large offshore pipeline 
infrastructure Shell Is develop- 
ing to move its Gulf of Mexico 
gas production onshore. 

Most of Shell Oil's planned 
$2L5bn exploration and produc- 
tion budget for this year is 
being devoted to the region. 

In London, Shell shares 
edged up PAp to 457* -ip. 

“This move is no surprise 
and it’s a very good deal for 
Shell,” said Bruce Evers, an 
analyst at Henderson Cros- 
thwaite. "Shell is at the fore- 


front of deep-water develop- 
ment in the Gulf of Mexico 
where a great deal of gas is 
being found. There’s a lot of 
money to be made [in the gas 
infrastructure business] and I 
expect it to make more deals 
like this in other parts of the 
world.” 

Alan Marshall of Robert 
Fleming said the shares had 
risen only slightly because, 
although the deal appeared to 
be positive, it was relatively 
small for a company of Shell’s 
size. “The market would like 
to see them doing something 
bigger but Shell is not aggres- 
sive in terms of acquisitions,” 
he said. 

He added that the move 


would not make a large dent in 
Shell's cash pile - £6.9bn 
($11.lbn) at mid-year - because 
the group continued to be 
highly cash-generative. 

The deal comes Just days 
after the group said it would 
spend $2bn to take full control 
of Montel], its plastics joint 
venture with Montedison of 
Italy as part of a shake-up of 
its chemicals business. 

Analysts said taking control 
of the two businesses should 
enable Shell to accelerate their 
restructuring as part of wider 
efforts to improve group 
returns. 

Both Montedison and Tejas 
have large debts and Shell 
may have wished to expand 
the businesses more rapidly 
than its joint venture partners 
did. 
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Weak yen and strong dollar cause problems for fashion house 

Gucci shares 
tumble after 
warning on 
profit growth 


By Alice Ranursthom in London 

Shares In Gucci, the Italian 
fashion group, tumbled by 
$11.06 to $47.19 in New York 
yesterday, after it warned that 
profits growth would be slower 
than expected In the second 
half of the year. 

Domenico De Sole, president, 
said that second-half profits 
growth would be affected by 
the impact of the weak yen on 
sales to Japanese tourists, and 
by the strength of the US dol- 
lar (in which Gucci reports) 
against other currencies. 

The cautionary statement 
marks a contrast with the 
growth Gucci has enjoyed 
since Tom Ford, was appointed 
chief designer in 1993. His 
designs have transformed 
Gucci from an ailing brand 
into one of the hottest fashion 
labels of the 1990s. 

Analysts revised their fore- 
casts for Gucci's full-year net 
profits from $205m to $l60m 
yesterday, against $l68m test 
year. The steep fall in the 
share price reflects investors' 
nervousness about the 
long-term prospects for 
glamour stocks, such as Gucci, 
in the traditionally vola- 


tile luxury goods sector. 

Gucci's slowdown casts a 
cloud over other fashion 
groups. The success of its flo- 
tation two years ago encour- 
aged similar companies to 
follow suit. In Italy, Gian- 
franco Ferre recently 
announced proposals to go 
public, and Gianni Versace is 
pressing ahead with its flota- 
tion plans despite the death of 
its founder. 

Mr De Sole said trading had 
been difficult for Gucci 
throughout the first half, with 
a decline in sales growth dur- 
ing the second quarter, mainly 
because of fewer Japanese 
tourists in previously robust 
duty-free markets, such as 
Hawaii and Hong Kong. 

In spite of these difficulties. 
Gucci mustered a 29 per cent 
increase in net income to 
$903m for the six months to 
July 31, from $69.9m in the 
interim period last year. Net 
revenue rose by 23 per cent to 
$478m ($390m> between the two 
halves, with operating profits 
up 15 per cent to $120m 
($1 04.7m). 

Mr De Sole warned that 
sales would be further affected 
during the second half by the 



Flying in the face of fashion; despite recent success, Gucci shares tumbled by $11.06 to $47.19 


weak yen's impact on Japa- 
nese tourism. He also antici- 
pated a negative currency 
effect because of the US dol- 
lar's rise against the lira and 
yen. Italy and Japan represent 
40 per cent of revenue. 

Another adverse factor will 
be Gucci’s strategic decision to 


reduce the number of retailers 
it supplies at wholesale rates, 
and to scale down the size of 
orders shipped to remaining 
retailers. Mr De Sole said this 
was to prevent the brand from 
becoming over-exposed, but 
would cut wholesale sales. 

Gucci's ambitious retail 


expansion programme will not 
be affected by the slowdown. 
The first of its new flagship 
stores will be announced in 
London this December. Others 
are due to open in Los Angles 
anH Milan. 

Lex* Page 14 


Stena to 
cut costs 
and freeze 
investment 

By Tim Burt in Stockholm 

Stena Line, the world's largest 
ferry company, is planning an 
investment Freeze as part of a 
restructuring and cost-cutting 
plan. 

The loss-making Swedish 
group, which has spent 
SKr3bn ($392.9bn) on new ves- 
sels in the past two years, said 
future capital expenditure 
would be restricted to mainte- 
nance of its 34-ship fleet 

“We are going to do what is 
necessary to keep the ships 
properly maintained, not 
much more,” said Bo Leren- 
ius. chief executive. 

He added that Stena was 
also re-examining its route 
network and overhead struc- 
ture as part of the cost-cutting 
exercise, which follows last 
month's announcement of first 
half losses of SkrSSSm on 
sales of Skr4.27bn. 

Mr Lerenios made clear that 
the group needed a much 
lower cost structure and 
hinted that the overhaul could 
lead to significant redundan- 
cies. 

Speaking at the company's 
headquarters in Gothenburg, 
he blamed the need for a reor- 
ganisation partly on the stal- 
led merger of Siena's English 
Channel operations with those 
of UK rival P&O. 

The European Commission 
has voiced misgivings over the 
plan, while the UK Depart- 
ment of Trade and Industry 
has yet to deliver its verdict 
on the scheme - announced by 
P&O and Stena almost a year 
ago. 

Mr Lerenios said the del ay- 
in approving the merger - 
designed to strengthen the 
ferry operators’ competitive- 
ness against Eurotunnel and 
ease overcapacity on cross- 
Channel rentes - bad under- 
mined Stena’s UK operations. 

The group's UK subsidiary 
has lost more than 100 manag- 
ers in recent months. 

“We have had a very big 
organisational problem in the 
UK with a lot of the middle 
management leaving. It is 
very difficult to maintain 
employee motivation during 
such uncertainty,’’ Mr Leren- 
ius added. 

Although he predicted that 
Siena’s full year figures would 
show an improvement on the 
5Kr4r44xn loss reported last 
year, he warned that the bene- 
fits of the restructuring would 
not become apparent before 
early 1999. 


Stena 's tough decision, Page 17 


Watchdog rejects Rallye’s 
‘white knight 9 bid for Casino 


CROSSWORD, Page 24 


Chief price changes yesterday 
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By Andrew Jack in Paris 

The French stock market 
regulator yesterday ruled as 
unacceptable a “white knight” 
bid for the retailer Casino 
designed to protect it from a 
FFr28bn ($4.6bn) hostile take- 
over by its rival Fromodfes. 

The Consell des Marches 
Financiers (CMF) indicated the 
friendly offer made by Rallye, 
which already owns 28 per 
cent of Casino, did not meet 
stock exchange rules, and gave 
the company two days to come 
up with an alternative. 

The decision was a highly 
Mmiarari example of interven- 
tion in a takeover battle by the 
French stock market authori- 
ties and is one of the first high- 
profile tests of the CMF, a self- 
regulatory authority set up 


almost a year ago as part of a 
reform of the country’s finan- 
cial Institutions. 

Its action followed strong 
lobbying in the last few days 
by Promodfrs to block the 
Rallye bid, and came after dis- 
cussions by the CMFs mem- 
bers lasting more than 10 days. 

Rallye had offered Casino 
shareholders a mixture of cash 
and convertible instruments or 
the option of keeping five of 
every six of shares and cash 
compensation if the Casino 
shares do not reach a pre-set 
price in an agreed period. 

Promodes, which bad offered 
FFr340 a share for Casino, 
argued Rallye’s bid was unac- 
ceptable because it amounted 
to a partial offer and because 
it claimed the value of the 
offer was less than its own bid. 


The CMF. which issued a 
brief statement yesterday, 
referred simply to article 5-2-7 
of its rules, which gives it the 
right to demand a revised offer 
If it judges unacceptable: the 
price or value of the bid; the 
threshold of accepting share- 
holders below which the bid 
can be withdrawn; or the 
“nature, characteristics, quota- 
tion or market” of the shares 
proposed in exchange. 

The move is a blow to 
Rallye, and to its controlling 
shareholder, the financier 
Jean-Charles Naouri. Casino's 
own board, its employees' 
Investment fund and staff 
unions had all opposed the 
Promod&s bid and favoured 
Rallye’s alternative. 


Casino boycott. Page 17 
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UK cable companies resume 
merger talks in cautious mood 
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By Christopher Price 
In London 

Telewest and NTL, the UK’s 
second and sixth-biggest cable 
companies, have resumed 
merger talks which broke 
down at the end of last month. 

The fresh attempt to broker 
a deal highlights the strong 
consolidation trend in an 
industry where operators have 
invested billions of pounds in 
laying their networks, but 
have made disappointing 
finanrial returns. 

However, despite the 
momentum for rationalisation, 
NTL said it was cautious over 
the latest merger prospects. 

“The problem is that every- 
one has their own agenda,” 


said George Blumenthal, NTL 
chairman. He said although 
discussions had resumed with 
Telewest, it was too early to 
predict any result. Telewest 
refused to comment yesterday. 

Mr Blumenthal said consoli- 
dation would create a com- 
pany which would be better 
able to bargain with BSkyB, 
the industry's main pro- 
gramme provider. 

NTL has been trying for sev- 
eral months to broker a deal 
which would make it bigger 
than Cable and Wireless Com- 
munications (CWQ, the UK's 
largest cable company formed 
earlier this year following the 
merger of Nynex, Bell Cable- 
media, Videotron and Mercury. 

The original NTL plan envis- 


aged an enlarged group in 
which the shares owned by 
constituent companies would 
be roughly dependent on the 
size of their franchises. 

But some of the cable com- 
panies involved In the initial 
t alks said the plan took no 
account of the strength of dif- 
ferent companies' balance 
sheets. NTL itself is heavily 
geared, with a ratio of 392 per 
emit at December 1996. 

Mr Blumenthal spoke as 
senior NTL. managers visited 
UK institutional shareholders. 
Although based in the UK. 
Nil. has no UK investors. Its 
shares are quoted on Nasdaq 
in the US and it has recently 
secured a listing on Easdaq, 
the Brussels-based exchange. 


solution 


Now, for the first time, real time enterprise-wide risk 
management, trading and operations control come 
together in one complete solution: Panorama. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Pasminco offer to fund mine purchase 


ASIA-PACIFIC NEWS DIGEST 


By Elizabeth Robinson 
bi Sydney 


Pasminco. the world’s 
largest zinc producer, is to 
raise A*670zn (US*482.5m) 
through a global share offer 
and rights issue to help fund 
the acquisition of Century 
Zinc, which was completed 
yesterday. 

Pasminco announced the 
A$345m purchase of Century 
from Rio Tinto In 
January, it estimates capital 
costs at the Century 
mine In Queensland of about 
A3940m, compared with Rio 


Tinto ’s estimate of ASl.ltm. 

Bvonwyn Constance, chief 
financial officer, said Pas- 
min in reached Its lower esti- 
mate after deciding to out- 
source the village and the 
mine fleet. She said Pas* 
minco's total investment in 
Century would be about 
A$1.4bn. 

Century, which has an 
estimated life of 20 years, 
will triple Pasminco’s zinc 
resources to 24m tonnes and 
produce about 450.000 tonnes 
a year. David Stewart, chief 
executive, said it would help 
secure the future of the com- 


pany’s Bud el smelter in the 

Netherlands. 

The mine is expected to be 
In production by the second 
half of 1999. 

The offer of 79m shares, or 
about 10 per cent of issued 
capital, opened yesterday 
afternoon to institutions and 
is to close in Australia this 
morning. The final price will 
then be determined and 
share allocations made in 
the afternoon. The two-for- 
seven rights issue at A$2 a 
share will raise about 
A$600m. 

The issues come on top of 


a US$60Qm bank debt facility 
arranged earlier this year. 
Gearing is currently about 
30 per cent, and Ms Const- 
ance said that although this 
will peak during the mine's 
development, “we’re looking 
at below 40 per cent on an 
average basis”. 

The deal with Rio Tinto 
gives Pasminco the Dugald 
River deposit in northern 
Queensland. Last week Pas- 
minco cleared the final 
obstacle to the Century pur- 
chase when it obtained the 
required leases from the 
Queensland government. 


Pasminco reported a full- 
year net profit of A£64.7m 
after abnormals. compared 
with A $40. 8m the year 
before. 

• Burns Philp. the Austra- 
lian food company, yester- 
day announced it was writ- 
ing down the value of its 
herbs and spices business by 
AS700m to A$15Qm. 

Shares in the company 
were suspended yesterday 
after falling ’ 7.6 per cent 
Tuesday, as concerns grew 
about the value it would put 
on the businesses it was 
seeking to selL 


The company said it was 
gtm in talks with potential 
buyers For the North Ameri- 
can and European herbs and 

spices operations. 

It added that it had 
breached its gearing and 
fninimnm net worth cove- 
nants with its banks: 
because of the write-down its 
net worth is now AS306m 
while gearing haw increased 
to 354 per cent. 

The company recently 
announced deeper full-year 
losses of A$173.3m, 
compared with a A$6l.8m 
deficit 


Sakura poised 


for restructuring 


Suzuki hits out at Outsourcing leaves 
Maruti appointment ASE set to expand 


Sakura Rank, one of the leading Japanese commercial 
banks, is poised to restructure; splitting mtoseparate 
and investment banking units. The bank 
pinnq to make the move early next month if the proposals 
are passed - as expected - by a board meeting next week. 

The proposed move would split Sakura’s comme rcial 
hanirin g business into three groups. One would be respon- 
sible for branch operations, focusing on individual clients 
ami smaller customers- The second would focus oxrbig 
corporations, while the third would handle fo reign 
groups. Sakura also plans to create a new investment 
Ko^iHrip division to focus an asset management, and win 
hire outside specialists to work in this unit 

Hie move comes as a large number of Japanese finan- 
cial institutions are also seeking ways of expanding their 

operations in asset managemen t, which is expected to see 
a boom as a result of planned “Big Bang” financial 
deregulation. Gillian Tea. Tokyo 


TELECOMS 


PLDT upbeat on revenues 


By Mark Nicholson 
in Bombay 


Suzuki, the Japanese 
carmaker, has sharply critic- 
ised the -Integrity” and abil- 
ities of R.S.S.L.N. Bhaska- 
rudn, whose appointment as 
managing director or Maruti, 
its 50-50 auto joint venture 
with the Indian government, 
was pushed through by 
Delhi at a meeting this 
week. 

In its first statement since 
the meeting, which it had 
earlier tried to delay through 
a legal challenge. Suzuki 
said it "unequivocally” 
viewed Mr Bhaskarudu’s 
appointment as "not accept- 
able”. It claimed that the 
“objective criteria’' for its 
view included Mr Bhaskaru- 
du's “professional integrity, 
honesty and fairness” and 


his "management capabili- 
ties”. 

The Japanese group said 
that Delhi’s unilateral 
appointment of Mr Bhaska- 
rudu was unbusinesslike. 
“ arbitrary and unreason- 
able”. and “will not enable 
Maruti to face domestic or 
international competition 
and will not enable Maruti 
to grow in the absence of an 
acceptable, capable manag- 
ing director.” 

It also said Mr Bhaska- 
rudu “was unable to answer 
any questions asked by 
Suzuki” during this week’s 
meeting, at which the Japa- 
nese company voted against 
both his appointment and 
the passage of the annual 
accounts. 

However, both items were 
pushed on the casting vote 
of Probir Sen gup ta, Maruti 


chairman and a government 
appointee. 

SuzuM’s statement indi- 
cates little prospect for an 
immediate rapprochement 
between the two partners in 
India's biggest carmaker. 

Although Mr Bhaskarudu 
and government officials 
suggested after the meeting 
that differences could be 
□arrowed, no further talks 
on the matter appear immi- 
nent 

Suzuki’s senior representa- 
tive at this week’s meeting 
flew from Delhi last night 
without apparently having 
had any fresh contact with 
government officials. 

The issue now appears 
likely to be resolved only 
through international arbi- 
tration in Paris, proceedings 
for which were initiated by 
Suzuki ’s lawyers last week. 


SAEHAN MEDIA CO., LTD. (the “Company”) 

(Incorporated in the Republic of Korea with limited liability) 


NOTICE OF REDEMPTION AMOUNT UNDER BONDHOLDERS ADDITIONAL 
OPTION TO REDEEM BONDS AND NOTICE TO BONDHOLDERS OF FURTHER 
MODIFICATIONS TO THE TERMS AND CONDITIONS OF THE BONDS 


To the holders of the Company’s outstanding 

U.S $30,000,000 1 3 A per cent. 


Convertible Bonds due 2003 

(Redeemable at the option of the Bondholders in 1997 or 1999X“the Bonds”) 


NOTICE IS HERESY GIVEN thofr. 


(i) Soohan Madia Co., lid. (die “Company”] has, pursuant to Condition 1 2(B) of the Bonds and with ihe 
agreement of Bankers Trustee Coin pony Limited, the Trustee for the Bondholders [die “Trustee”}. 


further amended the Terms and Conditions of the Bands by a Fourth Supplemental Trust Deed dated 
24 September 1997, entered into by Ihe Company and ihe Trustee (the “S up pl ementa l Trust Deed”). 


(it) Condition 7(D) of the Bonds has been further modified to allow the Company, at its option, to 
purchase Bonds in rasped of which Bondholders (j) have exercised their option to require the Company 
to redeem Bands on 4 October T 997 and (ii) exercise their option to require the Company to redeem 


Bonds an A October 1 999. 


(iii) Condition 7[ 
which the n 
Bondholders 


7|DKiv) of the Bonds has been further amended to replace ihe formula in accordance with 
redemption amount with resped to the redemption of the Bonds at the option of the 
n on «i October, 1 999 [die “1999 Put Price”) wiD be calculated, by the following formukr 




ra = tl + 15T ,X r - ^! - 80 

* Too 3813 


1 999 Put Price (expressed as a 
rounded off to three decimal place 


of principal amount of the Bonds and 


1 997 Put Price (1 49.551% of the principal amount of the Bonds] 
1.75% 

7% 


3.0042% (interest payable on the Bonds on the Interest Payment Dote occurring on 31st 
Decenoer, 1 997} 


The number of days from the 1 997 Put Dole (4th October 1 997) to die nod Coupon dole 
Short Coupon to be paid on the 1 999 ftjt Date [on 4h October, 1 999) 

(y * s) to be calculated on a 360 days per year basis as described in Rule 

251 . 1 and Rule 803. 1 of the Rules and Recommendations of the Int er ne Hon ol Secur i ties 

Market Association (or any substitute or successor thereof) and expressed as o 

percentage 

Spread of 2% 

Yield on the Referenc e 2 year U.S. Dollar UBOR swap rate 


The Yield on the Reference 2 year U.S. Dollar LIBOR swap rate for the purposes of y above, wiO be 
determined by Daewoo Securities Co., Dd- on the folkwring basis. - 


(a) The “Yield* will be be offered 2 year U.S. Dollar LIBOR swap rate which appears on the display 
designated *GOTX' on the Reutw* monitor (or such other page or service as may replace rr for 
the purpose of displaying the offered yields on such Reference 2 year U.S. Dollar LIBOR swap 


tr U.S. uoaar UKJK swap 
swap rale occurring on or 


(b) “Business Day* means a day on which Banks and financial markets are open for business and on 


(c) “Determination Dots' means 1 8 September, 1 997. 


[hr] Under Condition 7(D) of the Bonds, Bondholders may require the Company to redeem, or ct the option 


Agent not less them 20 nor more than 39 days prior to 4b October, 1 999 a notice of redemption m 
the form (for the time being current) obtainable from any Paytnq Agent, to require the Company to 
redeem, or at its option purchase, cu or some only of the Bonds new by them at the 1999 rut Price 
together with interest accrued to the date of redemption. 


M The 1999 Put Price has been calculated 
set out in the Supplemental Tool Deed i 
the principal amount of the Bands. 


woo Securities Co., Ltd. in accordance wfth the formula 
in (71 abewe aid has been set at 160.5658 per cent, of 


[vij Bondholders who have exercised their option to hove Bonds redee me d an 4 October, 1997 and 
who wish to revoke nidi exercise may do so by depositing a notice of revocation at the office of he 
Paying Agent with whom the relevant notice or r edemp tio n was deposited at anytime no krter than 
5 .30p.m. (loccd lime of the Gfy where the rekmxrt Paying Agent is located) an 29 September 1997. 
The pracedinq sentence serves os the written consent of me C o mpa n y to sudirevocohon as required 
by the Third Supplemented Trust Deed dated 3 September 1997 made betwe en die Company and 
the Trustee. 


It is for Bondholders to deride whether the 1999 Put Price adequately compensates them for 
deciding not to exercise their (totio n to req uir e the Company to redeem, or at its option, purchase 
afl or some only of the Bonds held by diem on the 1997 Put Date. 

AD Bond h olders contempl ating taking any action in respect of the mu tter s cont ai ned in this Notice 
should seek independent advice as to their tax position and, if in doubt, should also seek 
independent financ ia l advice. 

Copies of the Suwdementd Trust Deed which implements the above amendments are available for 


(vij) Copies of the Supplemental Trust Deed which implements the above amendment 
inspection at the offices of the Principal Paying Agent and ihe paying agents set out 


PRINCIPAL PAYING AGENT 
Citibank, NA 
336 Strand 
London WC2R 1HB 


Boulevard 




PAYING AND CONVERSION AGENTS 

Citibank (Luxembourg) S A. 

S, 263g 58 Bo u lcvqrd Grtmde-Dudtesse Ch ar lo t te 

L- 1 330 Luxembourg 


Gtkn-p Investment Bank 

(Switzerland] 

83 Bahnhonfrasse 
CH-8021 Zurich 


Citibank, NA. 


Gtieorp Centre 
1 8 Withheld Root 


W hen Advanced 
Semiconductor 
Engineering of 
Taiwan announced an 
investment programme of 
nearly $12bn earlier this 
week, it marked a significant 
step in the company's 
aggressive expansion plans. 

The group, which Is the 
biggest microchip packaging 
and testing company in 
Taiwan, is aiming to be the 
world’s leading concern in 
the sector. It has operations 
In the Philippines and Mal- 
aysia, and is looking to set 
up in other places where 
there is chip manufacturing. 

Such confidence stems 
from two factors: strong 
growth in the chip industry 
and the trend towards out- 
sourcing of specialised ser- 
vices SUCh as packag in g and 
testing - an integral part of 
chip manufacturing that 
! accounts for between 25 and 
30 per cent of the wholesale 
cost of the finished chip. 

Dataquest, the electronics 
industry analyst, forecasts 
that the percentage of global 
chip output processed by 
specialised packagers such 
as ASE will rise from 23.4 
per cent in 1997 to 63.3 per 
cent in 2010. The scale of 
worldwide integrated circuit 
production will rise over the 
same period from $159bn to 
$l,084bn. 

ASE’s ambitions will be 
carried out in conjunction 
with ASE Test, its 69 per 
cent-owned affilia te, which 
.was listed on the US Nasdaq 
'exchange earlier this year 
and plans to list on the 
Taiwan stock exchange soon. 

‘ Taiwan already has a large 
downstream electronics 
manufa c turing industry, and 
the government is support- 
ing the development of the 
high-technology sector, 
which has been targeted by 
policy-makers as one of 
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PLDT. the Philippines' largest telecoms group, yesterday 
said it expected revenues to increase 15 per cent a year 
from 1998 to 2000. 

Speaking at a Singapore telecoms conference. Edgardo 
del Fonso. chief financial officer, said the group was set to 
gain from the battered peso and the continued expansion 
of its land-line network. At present, international busi- 
ness accounts for 52 per cent of revenues and 75 per cent 
of revenues are linked to the dollar. The group has said it 
expects to net an additional 500m pesos ($l5m) for each 
peso depredation against the dollar. The peso has so far 
fallen 26 per coit 

In the next five years Mr deT Fonso said the group 
would spend $4bn to double its fixed-line network to 3 Jim 
lines. “Well grow our lines by at least 15 per cent a year,” 
he said. “So all things being equal, we’re looking at a 15 
per cent increase in revenue. Our expenses will grow, but 
not at the same level as revenue growth. Well keep it at a 
stogie digit - 8 or 9 per cent - so our margins should be 
fairly healthy.” 

Once the group has a new tariff structure in place - 
expected this year - to compensate for declining interna- 
tional acco unting rates, the group would be making fur- { 
ther gains, said Mr del Fonso. 

Workers in PLDTs rank-and-file MEP onion yesterday 
continued their strike in protest against “contractualisa- 
tionand casualisatum" of the workforce, the sixth day of 
such action. 

Shares in the group closed/unchanged at 935 pesos. 

Justin MarossL Manila 


the country’s strategic 
industries. 

A second high-tech indus- 
try zone, modelled after the 
successful Hsinchu science 
park founded in 1979, was 
Inaugurated this year. The 
Tainan science park, located 
near the southern city of 
T ainan, is the Site of ASE’s 
Future investment plans 


T he trend toward out- 
sourcing is accelerat- 
ing at all stages of the 
chip manufacturing process, • 
particularly with the 
increasing number of “fab- 
less” chip design houses . — 
those that do not have costly 
in-house chip plants but 
instead hire foundry chip- 
makers to make chips using 
their blueprints. 

The. number of foundry 
chip-makers - those that do 
not design chips but produce 


t ham on c ontract for design 
houses - has grown sharply 
in recent years, especially in 
Taiwan, and competition, is 
extremely keen. 

Increasing capacity and 
competition among chip- 
makers, especially in 
Taiwan, is also leading to. 
more outsourcing, because 
specialised companies such 
as ASE can do a better job at 
a competitive price, industry 
analysts say. 

- ASE aims to -become an 
integral past of- customers' 
operations ahd to; form alli- 
ances with its leading cus- 
tomers. It., has already 
entered into a partnership 
with Taiwan Semiconductor' 
Manufacturing, Taiwan’s 
biggest semiconductor con- 
cern and the world's leading 
foundry chip-maker. 


ELECTRONICS 


Sharp sees 22% profits decline 


Laura Tyson 


Sharp, the Japanese consumer electronics manufacturer, 
said its parent currsrt p rofits were likely to fall 22 per 
cent to about Y56bn ($461m) in the current business year, 
the first decline in five years. ' 

The latest estimate was much smaller than a prediction 
of Y75bn made by the company in May. Sharp said parent 
sales would grow 2 per cent to Yl,410bn this year, com- 
pared with its May estimate of YMfiObn. He said business 
had been hit by unexpectedly slow sales of personal com- 
puters this year, which dampened demand for computer 
parts such as liquid crystal displays, one of the company’s 
•mainstay products. ' <»t • •• ■' ;•* 

Sales were hit by price foils of LCDs and the adverse 
effect on consumer electronics of the April l increase in 
Japan’s sales tax. Sharp aid the value of its LCD output 
for 1997-98 would grow 16 per cent to about Y280bn, 
against an earlier forecast of about 40 per cent. For the 
half-year to September 30, Sharp expects parent sales to 
grow l per cent to about Y675bn. with current profits of 
about Y27.4bn_ .* 

Chi a group basis for the Ml year. Sharp expects sales 
to grow 4 per cent to about YL860bn, and net profits to 
dreg) 17 per cent to about Y48.5bn. Reuters. Tokyo 


Seoul casts doubt on Kia courts move 


By John Burton in Seoul 


The South Korean government and 
creditor banks yesterday indicated 
they did not approve a plan by the 
troubled Kia motor group to seek 
special court protection, and instead 
might allow the nation’s third- 
biggest carmaker to go bankrupt 
next week. 

Kia has asked the courts to protect 
Kia Motors and seven other affiliates 
from creditors while it retains man- 


agement control, in an effort to pre- 
vent the group from being disman- 
tled and its executives ousted by 
bank lenders. 

A two-month grace period on pay- 
ments for Kia’s estimated 
Wonl0,500bn ($H.5bn> in debts 
expires on Monday. 

Kang Kyong-ahik, finance minis- 
ter, yesterday cast doubt on the pro- 
posal, saying that “it would be hard 
for Kia to return to normal even if 
the courts give their consent”. 


He ruled out government financial 
support for Korea’s eighth-largest 
conglomerate and its subcontractors, 
saying the. group's fate should be 
determined by market forces. He 
also said the government could not 
guarantee Kia’s debts. 

His comments followed remarks 
by the senior presidential economic 
adviser criticising Kia for unilater- 
ally deciding to seek special- court 
protection without consulting either 
ihe government or creditor banks. 


The banks met yesterday to dis- 
cuss a final decision, expected on 
Friday, on whether to approve Kia’s 
demand for special court protection. 

Some creditors have attacked 
Kia’s proposal that its debt pay- 
ments should be rescheduled over 
the next five years, with a grace 
period for the first one or two years. 
Kia wants interest rates on its debts 
to be lowered to 6 per cent for unse- 
cured loans and to 9 per cent for 
secured loans. 


Samsung Motors faces difficult debut 


T he launch of Sam- 
sung’s first passenger 
car next March 
appears to come at a most 
inauspicious moment. 

Falling domestic car sales 
- which have already forced 
one South Korean carmaker, 
Kia. to the brink of bank- 
ruptcy - have combined 
with sluggish export growth 
as Korean manufacturers 
confront a global glut in pro- 
duction and fierce competi- 
tion abroad. 

But Samsung remains 
optimistic. “We expect to 
become profitable once we 
achieve economies of scale, 
with a 70 per cent utilisation 
rate of our production capac- 
ity. That should happen 
around 2000 or 2001,” says 
Yoon Jung-ho. executive 
managing director at Sam- 
sung Motors. 

But analysts are more cau- 
tious. “It has taken other 
Korean carmakers a decade 
to achieve profits, and that 
was when conditions were 
good. I doubt that Samsung 
will be profitable for several 
years, given present market 
conditions,” says Kang Hun- 
sok. car industry analyst at 
ING Barings in Seoul. 

Some warn that Samsung 
Motors could become a 
financial drain on the Sam- 
sung group. Korea's second - 
biggest conglomerate, whose 
core semiconductors busi- 
ness has recently suffered a 
sharp fall in earnings. 
Samsung’s ambition to 


become Korea’s fifth-biggest 
carmaker - in competition 
with Hyundai. Daewoo, Kia 
and Ssangyong - was born 
in the early 1990s. 

Flushed with cash from 
growing sales of semiconduc- 
tors. Lee Kun-Hee, Samsung 
chairman, decided that 
vehicle manufacturing was 
necessary to maintain Sam- 
sung’s status as one of 
Korea's leading industrial 
groups. The company spoke 
of synergy with electronics, 
as cars became equipped 
with more computer chips to 
operate them. 

Sa m s un g's plans, however, 
met strong opposition from 


nation’s component makers. 

Mr Yoon concedes these 
preconditions have made 
Samsung's task: more diffi- 
cult. “We have started from 
scratch with a new com- 
pany, a new factory, a new 
model, new people and new 
suppliers. The challenge has 
been immense, but we have 
succeeded in overcoming the 
obstacles.” 

Like other Korean car- 
makers, Samsung licensed 
technology from a foreign 
company - Nissan, of Japan. 
Samsung will build a modi- 
fied version of Nissan's Max- 
ima saloon and another 
smaller car, and the Japa- 


Samsung is expected to 
enjoy strong sales initially, 
since it is likely to sell most 
of its production to Samsung 
affiliates and their 130,000 
employees in the first few 
years. But it may have a 
harder time achieving its 
export target as it lacks a 
distribution network abroad. 

Samsung has scaled back 
plans to seD cars globally, 
deciding to concentrate on 
the Asian market “We can 
rely on Samsung’s trading 
channels in the region, 
although we hope to reach 
an agreement with Nissan 
on using its distribution net- 
work.” says Mr Yoon. 


C I doubt that Samsung will be profitable for several years, 
given present market conditions,’ says Kang Hun-sok, car 
industry analyst at ING Barings m Seoul 


other Korean carmakers, 
which believed the entry of a 
new competitor into the 
overcrowded industry would 
cause severe disruption. 

In winning government 
approval for the car project, 
Samsung promised to take 
measures to reduce adverse 
side effects on the industry, 
ft planned to sell 55 per cent 
of its output abroad by 2002 
to ease pressure on the 
domestic market. It also 
pledged to create its own 
supplier network to avoid 
disturbing the already 
stretched resources of the 


nese group has helped to 
establish parts suppliers for 
Samsung. 

Hie balk of Samsung’s 
Won3,000bn ($3 -3 bn) invest- 
ment bas been in a new 
plant at Pusan, which win 
produce 80,000 cars in 1908. 
Production is scheduled to 
rise to 200,000 vehicles by 
2000 and to 400,000 by 2002, 
which is lower than the 
capacity of its Korean rivals. 

“Our emphasis is on qual- 
ity. not quantity. We want .to 
achieve the same, quality as 
Nissan and Toyota cars from . 
the start,” says Mr Yoon. 


Samsung is hoping to 
strengthen co-operation with 
Nissan by producing cars on 
an original equipment maim . 
Picturing basis, as other Kor- 
ean carmakers have done for 
foreign partners. 

Some analysts question 
Samsung's export strategy. 
The Asian market is becom- 
ing fiercely competitive as 
the world's leading car- 
makers set up plants in the 
region. Moreover, Samsung 
may be deprived of Nissan’s 
help once that contract ends 
in 2002. 

“Nissan is pot stupid, ft 


may decide to end its rela- 
tionship with Samsung if it 
views Samsung as a poten- 
tial threat” says Mr Kang at 
ING Barings, who notes Nis- 
san is in a better financial 
position than a few years 
ago when it agreed to trans- 
fer technology to Samsung. 

Samsung's competitive 
position might be strength- 
ened if it takes over another 
carmaker to achieve econo- 
mies of scale and market 
share quickly, Samsung is 
regarded as the main bidder 
for Kia, Korea's third-largest 
carmaker, if it collapses. 

But any bid would 
increase the financial pres- 
sure on Samsung Motors 
when support from the rest 
of the Samsung group has 
grown uncer tain 

Mr Yoon says that the 
financial base of Samsung 
Motors Is widespread and 
not dependent on the Sam- 
sung group, which has pro- 
vided one-third of its equity. 
Financing has included con- 
vertible bonds and loans 
from the state-run Korea 
Development Bank. 

Foreign capital is expected 
to play an important role. 
An Ireland-based investment 
ponp, Pan-Pacific Industrial 
investment, recently took 
the single largest sharehold- 
ing in Samsung Motors at 31 
Per cent, although Mr Yoon 
could not Identify its 
owners. 


John Burton 
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Sanofi shares slide 
after drug setback 


' By Davkl Owen In Paris * 

i Shares of SanoQ tumbled on 
■ .the Pads Bourse yesterday 
. -.after the French pharmaceu- 
• ticals company said it had 
dropped plans to extend use 
Of its Skelid drug to the 
treatment of osteoporosis in 
most markets. 

The shares closed down 
FFr84, or 18.23 per cent, at 
FFT55L. Earlier in the day 
. they were suspended after 
. falling by- the mayrrmim 
allowable. 

. ■ The company said the 
results of tests of the drug 
for the treatment of post- 
menopausal osteoporosis in 
Europe, the US, Australia 
1 and Canada were "unfortu- 
nately . . . not as we expec- 
ted”. It said tests were con- 
tinuing in Japan. 

Skelid. also known as tilu- 
dronate, is one of three 
molecules in SanoQ's portfo- 
lio which Jean-Franpois 
Dehecq, chairman, has said 
were capable of generating 
annual sales of at least 
$lbn. 


The other two are dopido- 
greb a new heart drug, and 
irbesartan. a treatment for 
hypertension, both, of which 
were codeveloped with Bris- 
tol Myers Squibb of the US. 

Early sales forecasts for 
Skelid now look optimistic. 
The drug is approved for the 
treatment of Paget's disease, 
a rare bone condition, in 60 
countries, but the company 
yesterday acknowledged that 
the ‘Important market really 
was osteoporosis”. 

Analysts estimate Skelid 
achieved sales as a treat- 
ment for Paget’s disease of 
FFr40m-FFr5Qra in 1996, ris- 
ing to about FFrTOm ($il.6m) 
this year and FFr200m in 
2000. Their early estimates of 
the drug’s sales as an osteo- 
porosis treatment were 
FFx400m in 1999 and 
FFrSOOm in 2000. 

In spite of the setback, the 
company was yesterday 
sticking to its target of ach- 
ieving a 17 per cent a year 
return on capital employed 
between now and 2002. 

Some analysts indicated 


Investors back 
RWE shake-up 


By Sarah Althaus 
in Frankfurt 

Plans by RWE, the German 
industrial conglomerate, to 
simplify its share structure 
received a boost yesterday 
after tbe association repre- 
senting the group’s domi- 
nant municipal shareholders 
recommended its members 
give up their majority of vot- 
ing rights. 

The move could signal the 
end to a long struggle by 
RWE to persuade the munic- 
ipalities to cede control over 
the Essen-based group. RWE, 
anxious to shed its image as 
a public-sector dinosaur, 
hopes a. clearer share struc- 
ture will help increase inves- 
tor interest in tbe company. 

The planned share 
restructuring, announced in 
August, involves the phasing 
out of “multiple voting" 
rights on its registered 
shares, which are mostly 
held by local authorities. 

The Association of Munici- 
pal RWE Shareholders (VkA) 
said yesterday it had recom- 
mended that members give 
up 135.7m. or about 57 per 
cent, of the company’s vot- 
ing rights by converting 


their registered shares into 
ordinary shares with only 
single voting rights. 

It said the 50 or so local 
authorities involved would 
decide on its recommenda- 
tion in the next few weeks. 

RWE welcomed the news. 
“This is extremely positive: 
a simplified share structure 
would make us far more 
attractive for investors, par- 
ticularly abroad,” it said. 

VkA stressed the share 
restructuring would depend 
on at least DMl.lSbn ($648m) 
being generated in a related 
move under which prefer- 
ence shareholders would be 
able to swap their shares for 
ordinary shares with voting 
rights. Funds raised from 
that move would be used to 
compensate the registered 
shareholders for the loss of 
multiple voting rights. 

The DM2.78bn share capi- 
tal of RWE, which has signif- 
icant interests in energy and 
a telecoms joint venture 
with Veba, is split into three 
groups: DMl.65bn in ordi- 
nary shares, DM1.09bn in 
preference shares and 
DM35. 7m in registered 
shares. The registered shares 
have 20 votes each. 


Casino staff 
boycott SocGen 


-By Andrew Jack 

Union organisations and 
staff at Casino, the French 
retailer facing a FFr28bn 
($4.6bn) hostile takeover 
from its rival Promodds, 
have - withdrawn at least 
FFr2 4m held in accounts 
tyrith Soddte Gdndrale in pro- 
test at its role as an adviser 
on the hid. 

- They are also considering 
. appealing to residents in 
St-Etienne. the dty in cen- 
tral France where Casino is 
based, to boycott the bank if 
Jt continues to support the 
offer. . . 

. The action is the latest in 
a series of protests following 
news of the bid which 
employees and Casino's 
management claim will lead 
to widespread job losses and 
the closure of its headquar- 
ters in the city. 

Jacques Cazeneuve, head 
■of Casino's inter-union 
organisation, said: “Soctetd 
Gdndrale cannot just hide 
behind its role as a banker. 
It has a heavy responsibility 


to consider the industrial as 
well as the financial justifi- 
cations for the takeover." 

Casino's works councils 
have withdrawn cash from 
Soctete G€n6rale. as has tbe 
staff health insurance 
mutual fund managed by the 
union in St-Etienne. Several 
accounts held by Casino 
employees have also been 
closed. 

Society G£n£rale dismissed 
the action yesterday, stress- 
ing that French law obliges 
companies involved in a 
takeover bid to employ a 
bank as adviser. 

Casino's unions have 
already organised a demon- 
stration at the Paris, head- 
quarters of Soci&te Gdn&rale. 
which is joint adviser to Pro- 
modes with Morgan Stanley. 

Mr Cazeneuve said that he 
did not want to put jobs at j 
the bank’s St-Etienne branch 
at risk, but that Promodds' 
takeover had amounted to “a 
declaration of war". 

Tbe mayor of St-Etienne 
has also spoken out strongly 
against the Promodes bid. 


JHg CAPITAL PORTUGAL FUND 
F undos NOTICE 

After the General Meeting of Unitholders 
of the Capital Portugal Fund, held in Lisbon 
on July 18th 1997, where the unitholders 
decided to convert the fund from closed- 
end into an open-end fund, as well as the 
. transformation of the participation units 
into, book entry form, TOTTAFundos, as 
the fund’s management company, hereby 
info rms that, from October 1st, Capital 
Portugal Fund will become an open-end 
fund, the new Management Regulations 
will enter into force and its units will be 
converted from certificates into book entry 
fonn. 

ilisbon, September 22nd 1997 


yesterday they thought the 
shares could still have fur- 
ther to talL 

“For me, the value of the 
share today is FFr450- 
FFr500." said Philippe Cot- 
tet, a pharmaceuticals spe- 
cialist with Cholet-Dupout in 
Paris. 

Mr Cottet recently lowered 
his profit forecasts for the 
group on the basis of its 
“very bad half-yearly 
results”. These showed a 
strong advance from 
FFr616m to FFrl.06bn in net 
earnings, but a 3 per cent 
decline from FFrl.6bo to 
FFrl.55bn In operating 
profit 

Tbe company is majority- 
owned by Elf Aquitaine, the 
French oil group, which said 
last year it might sell 
control 

Sanofi shares bave risen 
rapidly in recent years 
partly because of speculation 
it would be swept up In tbe 
industry's rapid consolida- 
tion, and partly because of 
expectations surrounding its 
new products. 

Pinault 
Printemps 
up 26% at 
halfway 

By Andrew Jack in Paris 

Pinault Printemps Redoute, 
the French retail group, yes- 
terday unveiled interim net 
profits up 26 per cent to 
FFr943m ($156.3m), in spite 
of continued sluggish con- 
sumer spending. 

Serge Weinberg, chief 
executive, said French retail 
spending remained “poor", 
but that marketing initia- 
tives had helped his compa- 
nies to increase market 
share and productivity gains 
had raised margins. 

Other growth came from 
its international expansion. 
Mr Weinberg said that with 
Its low debt to equity ratio, 
the group had the funds to 
launch an acquisition of “a 
significant size” is file com- 
ing -months, which was 
I likely to be in Europe or 
I North America. 

The FNAC books and 
records store had made effi- 
ciency improvements by 
l redeploying existing staff 
into its new Passage du 
Havre shop in central Paris, 
and the same would happen 
with its Champs Elys£es 
branch, which is due to open 
in December. 

It had also opened 10 tele- 
phone shops since January, 
and there were plans to 
have up to 20 in operation 
by the end of the year. 

Mr Weinberg said the 
group’s new specialist 
chains selling men’s clothes, 
lingerie, and children's out- 
fits were progressing well, 
and it planned to launch a 
sports chain in February. 

A team had been recruited 
to develop financial services 
products - notably insur- 
ance - and sales would 
begin before the end of this 
year using a combination of 
telephone marketing and 
outlets in stores such as 
Printemps and FNAC. 

Group turnover rose 8 per 
cent to FFr40.9bn, with sales 
in file consumer retail divi- 
sion up 5 per cent to 
FFr22j!bn, In business 
retailing up 15 per cent to 
FFrl5.6bn and in interna- 
tional activities op 2 per 
cent to FFr3J!lm. 

Following the hostile take- 
over bid launched last week 
for the conglomerate Worms 
& Compagnie by Artemis, 
the group's controlling 
shareholder, Mr Weinberg 
said there could be tie-ups 
between Worms’s financial 
services activities and those 
of his retailers. 
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First National 
Building Society 

£25,000,000 

Floating Rate Permanent 
Interest Bearing Share* 

(PtBS) 

For die Interest Period 
22nd September, 1997 to 
23ri March, 1998 the PI K 
will cany an Interest Rate of 
9.98359% per annum. The 

Intense Amount per £1 .OCX) 
will be £49.78 payable on 
the 23id Match. 1998. 
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Full refit in the wake of losses 

Stena’s chief is taking a tough course in his bid to return to profitability 

T he skyline outside tbe In new ships - most notably turn each ship intc 

headquarters of Stena the mould-breaking HSS fast m 38^ mg shopping: mall. 
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T he skyline outside tbe 
headquarters of Stena 
Line is dominated by 
tlie dockyards and refit facil- 
ities of Gothenburg harbour. 

From his eighth-floor 
office. Bo Lerenius has a 
grandstand view of the ship 
repair work. But lately, the 
chief executive of tbe 
world’s largest ferry com- 
pany has been more con- 
cerned with an overhaul of 
his own. 

Mr Lerenius, who last 
month announced first-half 
losses of SKr535m ($70. lm), 
has ordered a fundamental 
review of Stena's cost struc- 
ture in a bid to improve com- 
petitiveness and return the 
Swedish group to profit 
Carta Corporate Advisers, 
the Scandinavian manage- 
ment consultants, bave been 
appointed to draw up a new 
vision for Stena, and the 
group's 8,800 employees have 
been warned that any cost- 
cutting recommendations 
could lead to significant 
organisational changes and 
job losses. 

Although the restructur- 
ing will not be unveiled for- 
mally until Stena publishes 
its third-quarter figures next 
month, Mr Lerenius has 
already decided on the ini- 
tial surgery required to turn 
the company round. 

“We need a much smaller 
cost base and that means re- 
examining the whole group 
structure and our rente net- 
work," he says. 

As a first step, the com- 
pany has decided to freeze 
capital investment in new 
ships and to reassess its 
presence on routes where 
intense competition and 
over-capacity has dented 
margins. 

In the past two years, 
Stena has invested SKr3bn 


in new ships - most notably 
the mould-breaking HSS fast 
ferries used on Irish Sea 
routes - but it has yet to see 
tbe payback. Meanwhile, it 
has had a less than happy 
experience on the English 
Channel routes amid preda- 
tory pricing by Eurotunnel 
and continuing pressure 
from rival ferry operator 
P&O. 

“We went through a blood- 
bath last year when Euro- 
tunnel cut their prices and 
there were severe delays in 
introducing the HSS ferries." 
recoils Mr Lerenius. 

That contributed to pre- 
tax losses of SKr444m on 
sales of SKr9.Zlbn last year. 
Although this year's interim 
loss marked a small 
improvement on the 
SKrS56m deficit in the first 
half of 1996. Mr Lerenius 
agrees the record is unsatis- 
factory compared with tbe 
profits of SKr502m and 
SKr201m in 1994 and 1995 
respectively. 
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A nxious not to repeat 
the experience, he 
vows that Stena will 
not only scale back invest- 
ment in new ships but will 
spend “only what is required 
to keep the existing ships 
properly maintained, not 
much more". 

More urgent still. Stena 
needs to consummate its 
stalled marriage with P&O 
on the Channel routes. 
Unless it can persuade the 
European Commission and 
UK department of trade and 
industry to approve the 
merger, Stena is unlikely to 
return to profit - at least in 
the short term. 

The merger has been 
approved by French competi- 
tion authorities, but Brus- 
sels has voiced serious 



Bo Lerenius: 'the low point has been passed' 


doubts over the proposal and 
Margaret Beckett, UK trade 
and industry secretary, has 
yet to endorse a report from 
the Monopolies and Merges 
Commission which is said to 
back the plan. 

And if the prospect of los- 
ing the tie-up with P&O were 
not enough, Stena is also 
having to grapple with the 
likely abolition of duty-free 
sales within the European 
Union. Given that on-board 
spending accounted for 38 


per cent of its SKr4.27bn 
first-half revenues, this 
would be a severe blow - 
particularly as shopping is 
cited by ferry operators as 
one of their main attractions 
over travelling on Eurostar. 

While Mr Lerenius 
remains hopeful that the 
Commission will rethink the 
duty free abolition, he has 
asked his retail managers to 
draw up alternative shop- 
ping strategies, such as 
using franchise outlets to 


turn each ship into a float- 
ing shopping mall. 

Some industry analysts, 
however, are sceptical that 
Stena will be able to main- 
tain its current market posi- 
tion if the P&O merger is 
blocked and duty-free sales 
abolished. 

Stena. they point out. has 
proved weaker than P&O at 
withstanding the Eurotunnel 
challenge and confidence in 
its UK operation has been 
undermined by the delayed 
merger. 

S ome 100 middle manag- 
ers have left Stena's 
UK arm in recent 
months and staff morale is 
said it be at a low ebb. The 
disillusion reflects the realis- 
ation that if the merger pro- 
ceeds, Stena will be the 
junior partner to P&O - with 
40 per cent of the new P&O 
Stena company. And if it is 
blocked, overcapacity could 
force Stena to decommission 
ships and possibly withdraw 
altogether from some routes. 

“The market may be grow- 
ing, but there is no room for 
a medium-sized player on 
the Channel,” says one ana- 
lyst. “In the absence of a 
merger, Stena must either 
ratchet up its service to 
overtake P&O or start a 
phased withdrawal." 

That is an argument Mr 
Lerenius refuses to accept 
He admits Stena has had a 
rough passage on the Chan- 
nel. but not that it is head- 
ing for the bottom. 

“It has been very tough to 
keep the operation running 
smoothly," he says. “But the 
low point is passed and our 
restructuring plan will 
decrease the pain step by 
step." 

Tim Burt 
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First half 1 997 results: 

• Growth in activity • Improvements in results. 


On September 17, 1997, Serge Tchuruk, Chairman and CEO, 
presented the first half 1 997 results to the Board of Directors. 

Net income amounted to FF 1 .5 billion compared with a loss of 
FF 0.4 billion in the first half 1 996. This increase of almost FF 1.9 
billion is due mainly to the improvement in income from operations 
which increased by more than FF 2.0 billion totaling FF 2.7 billion 
for the first half 1 997, compared with FF 0.5 billion for the 
corresponding period in 1996. 

This development confirms the favorable trends observed during the 
second half 1 996. It reflects the recovery actions undertaken 
almost two years ago. The strong rebound in activity is linked, in 
particular, to the growth strategy implemented for the buoyant 
telecommunications market, coupled with the reduction in 
operating costs to restore profit margins, despite strong pricing 
pressures. 

The Board of Directors noted that these results were well in line with 
the action plan, of which the objective is to restore profitability. The 
Board also noted that the outlook for income from operations 
should confirm a progression at the same pace in the second half 
of 1 997 as that registered during the first six months. 


Analysis of Results as of June 30, 1997 

With an increase of 9.1% for the Erst six months of 1997, orders amounted 
to FF8&0 billion compared with FF 81.4 billion for the corresponding 
period in 1996. At a comparable structure, orders increased by 3.7%. Once 
again, Tfelecom increased significantly with +1896. 

Consolidated net sales amounted to FF 86.8 billion compared with FF 74.3 
billion for the first six months of 1996 (4-17%). This rise was due to the 
increasing volume of orders registered during 1996. At a comparable 
structure, sates increased by 12.6%. All segments, and notably Telecom 
with +19%, significantly improved their performance. 

Each segment positively contributed to the recovery in income from 
operations, as indicated below: 


Income from Operations before financial income (loss) 
[in FF billion) First half 1997 I 


First half 1996 
New structure 


Telecom 

0.6 

IT-31 

Cables and Components 

1.3 

1.1 

Engineering and Systems 

0 

10.1) 

GEC Alsthom 

0.7 

0.7 

Others and inter-segment sales 

0.1 

0.1 

Ibid 

2 J 

0.5 


The streamlining of the organization into four segments has resulted in the 
following structural changes: 

- integration of Batteries and Components activities into the Cables and 
Components segment, with the exception of Alcatel Mietec and 
optoelectronic components, which remained in the Telecom segment; 

- transfer of the submarine cable activity to the Telecom segment. 


A segment analysis of income from operations highlights the following 
elements: 

Telecom 

Income Grom operations returned to a positive level, following the trend 
observed at the end of 1996. Its improvement of dose to FF 1.9 billion, 
largely contributed to the Group's progress in profitability. 


The growth rate in the Access and Transmission divisions, as weD as in 
Mobile communications, was at the same, or higher, level as in 1996. 
In addition, a sustained rebound in orders occurred for submarine 
telecommunications networks. Finally, the first half 1997 was 
characterized by a significant level of business in the Radio, Space and 
Defense division. 

Cables and Components 

An Improvement of more than 15% was registered, with the segment's 
income from operations benefiting from the strong expansion in 
telecommunications-related areas, be they fiber optics or data cables. 
Continued restructuring in the other divisions have enabled them to 
maintain their level of performance, as in preceding years. 

Engineering and Systems 

Income from operations now includes the activities of the new subsidiary 
Cegelec AEG AAT. The return to break-even at June 30, 1997, reflects also 
the recovery of Alcatel Siette, a former Telecom activity which was 
transferred to the Engineering and Systems segment in 1995. 

GEC Alsthom 

Income from operations was comparable to that of the first half 1996, 
f +4.3R4) despite a difficult competitive environment and the weak demand 
in Europe. Thanks to its efforts made during the first six months, GEC 
Alsthom won several mqjor orders, including one for 8 hydraulic turbines 
for the Three Gorges hydro-electric power plant in China, and one for 
the biggest power plant in Chile (740 MW). In rail transportation, 
GEC Alsthom was awarded an order for 112 suburban tralnsets for the 
Danish railways, in the framework of an European consortium. 


Net income returned to a positive level of FF 1,489 million, compared with 
a loss of FF 374 million at June 30. 1996. Combined with the recovery in 
income from operations, this increase includes the following elements: 

- restructuring costs of FF 759 million, compared with FF 246 million 
at June 30, 1996, arising largely as a result of provisions made by 
GEC Alsthom; 

- income tax amounting to FF 578 million, compared with an income tax 
credit of FF 109 million for the first half 1996, reflecting principally the 
increase in income for consolidated companies and the FF 653 million 
profit arising from the revised treatment of tax consolidation in France 
in 1996. The income tax charge for the period takes into account the 
potential impact of the increase in corporation tax rates announced by 
the French government; the effect on the Group’s 1997 consolidated 
accounts should be non-materiaL 

- capital gains on disposals of financial investments, inducting part of 
those held in Havas, and disposed of in April 1997 as part of the non- 
strategic asset disposal program. 

In addition, income of equity affiliates in 1997 no longer includes Cofira 
and Havas which were deconsolidated in 1996 and 1997, respectively. 

In the framework of the employee shareholding policy established in 
1987, the Board of Directors decided to reserve for employees a capital 
increase through the issue of a maximum of 1,200,000 shares, at a 
subscription price of FF 630 per share, conforming to the authorization 
granted to them by the Annual Shareholders Meeting of June 22, 1995. 
This operation must be completed before December 31, 1997. 


“Sctfe Harbor* statement under the Private Securities Litigation Reform 
Act af 1995: This press release contains forward-looking statements 
relating to the Group’s expectations for an improvement in profitability. 
Such expectations assume that (i) the Group will benefit from growth in 
the telecom m u nical ions market, and fill the Group’s sales volume toiU 
increase in several product markets. Actual results could differ materially 
from the above as a result qf these or other factors. 


INVESTORS RELATIONS: Tel 33 [0] 1 40 76 10 10 • Fax 33 (0) 40 76 14 05 • Email: http://www.cilcatel.com 
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FT reporters analyse the background to the $9bn takeover of Salomon Bros by Sandy Weill’s Travelers Group 


■ TRAVELERS - By John Anthers 

Acquisition 

provides 


global 

Travelers Group’s 

acquisition of Salomon 
Brothers means that the big- 
gest and most successful US 
financial conglomerate has 
moved on to the global 
stage. 

It also seems to ensure 
that the "financial services 
supermarket", a model 
which many had abandoned 
after several failed attempts 
in the 1990s. will move back 
to prominence, albeit in a 
new and reinvented form. 

Travelers businesses are 
primarily based In the US. 
and lack the global reach 
Salomon can bring it in bond 
and equity markets. 

The new company will be 
ranked second in the world 
in US debt underwriting and 
the addition of Salomon's 
huge global network will 
provide significant addi- 
tional distribution ability for 
Smith Barney. Travelers' 
brokerage business. 

Reaction on Wall Street 
yesterday morning was that 
the combination had a real 
chance to work. In particu- 
lar. if anyone can make a 
success of the newly merged 
business, it is Sanford 
“Sandy" Weill. Travelers 
chief executive. As one con- 
sultant put it: “Historically, 
you don’t want to bet 
against Sandy Weill." 

Mr Weill has grown the 
company swiftly in the last 
ten years, buying businesses 
which were either in trouble, 
or no longer fitted the strate- 
gic plans of their parent 
companies. In the process it 
ha* changed its name from 
Commercial Credit to Pri- 
merica, taking on the Travel- 
ers name only in 1993. This 
year it became a constituent 
of the Dow Jones Industrial 
Average of 30 stocks. 

Big acquisitions included 
Primerica. Smith Barney, in 
1988. and the retail busi- 
nesses of Shearson Lehman 
Brothers, which were sold by 
American Express in 1993. 

Mr Weill has diversified 
across several industry sec- 
tors. with the business split 
into four operating units: 
investment services, life 


reach 

insurance, property and 
casualty insurance, and con- 
sumer finance. Almost 60 per 
cent of its revenues and 
operating earnings come 
from insurance, while Smith 
Barney accounted for about 
33 per cent. 

This is reminiscent of 
failed attempts to build “one- 
stop” financial shops, such 
as at American Express, 
where Mr Weill, as president 
until 1985. oversaw the 
acquisitions of Shearson and 
Lehman Brothers. 

These businesses have no 
apparent links or synergies 
with Salomon Brothers, a 
capital markets business 
with a dominant posttion in 
bonds trading. However, by 
providing a consistent and 
predictable stream ol earn- 
ings from predominantly 
consumer businesses, they 
made it much easier for 
Travelers to take on Salo- 
mon, whose trading earnings 
are highly volatile, than for 
other potential bidders. 

Salomon will be merged 
into Smith Barney to form 
an investment h anking busi- 
ness - Salomon Smith Bar- 
ney. The key personnel 
appointments have already 
been made. Integrating the 
two is now key. 

This could present chal- 
lenges s imilar to those faced 
after the February deal that 
link ed Morgan Stanley, an 
institutional player like Salo- 
mon, with Dean Witter, pre- 
dominantly a retail broker- 
age similar to Smith Barney. 

Haig Nargesian, securities 
industry analyst at Moody's, 
the rating agency, said: “It 
helps balance their capital 
markets activities. It also 
helps in some capital mar- 
kets activities where being a 
large player is particularly 
important, such as equities 
and advisory businesses. It 
propels Salomon and Smith 
Barney together to the top 
r ank " 

But he added that the com- 
bination would still need to 
make further moves in areas 
such as international merg- 
ers and acquisitions, and 
global asset management 



Above left: James Dimon, 
president of Travelers, who will 
become co-chief executive of 
Salomon Smith Barney with 
Deryck Maughan. above right, 
at present chief executive of 
Salomon Brothers. 

Left: Sandy Weill, chief 
executive of Travelers 
Right: Warren Buffett, leading 
Salomon shareholder 


Once Salomon has been 
digested - likely to take 
about a year - the strategic 
imperatives for Travelers 
will be to build its asset 
management business fur- 
ther. 

At present Smith Barney 
is a significant player in 
mutual funds, managing 
$39.9bn in assets. This makes 
it the 15th largest mutual 


fund family. Mr Weill plainly 
has ambitions to expand 
from there. 

Corey Yulinsky. a finan- 
cial services consultant with 
Mercer Consulting, said: “I 
can't imagine that he won’t 
continue to invest in asset 
management. Clearly he’s 
decided not to do so for now. 
I suspect he thought he 
could do it organically, or he 


sees many more opportuni- 
ties to buy in the future." 

The reason for buying 
Salomon now. according to 
Mr Yulinsky. is that Mr 
Weill had to work on the 
assumption that the ability 
to buy a global capital mar- 
kets business would not 
exist for much longer “Salo- 
mon had scarcity value for 
him." 


Travelers 5 biggest acquisitions .■ 

1888 Comm er ci al Cre^buya Primaries (Including Smith Barney) 

1993 mrnerica bu^ remainder of Travelers • ' - . - L 'y -• 

_ 

_ ■ Insurance businesses 

Source:. Cctnpmf - 


■ SALOMON - By Richard Waters . 

Buffett ends relationship with 


degree of dignity 


A decade ago. soon after 
making his first investment 
in Salomon Brothers, War- 
ren Buffett conceded that he 
had “no special insights 
regarding the direction or 
future profitability of invest- 
ment banking”. 

That has proved one of the 
great understatements of his 
illustrious investment 
career. Salomon's earnings 
have proved volatile, even 
for an industry known for 
the sharp swings in its prof- 
itability’. And its freewheel- 
ing ways have at times made 
the bank seem almost 
ungovernable. 


Whether Sandy Weill of 
Travelers will be able to 
make a better job of melding 
the famous Salomon culture, 
founded on a history of 
aggressive risk-taking, with 
his easting investment busi- 
nesses remains probably the 
biggest question facing the 
new combination. 

Mr Buffett has at least 
been able to bring his 10- 
year relationship with Salo- 
mon to an end with a degree 
of dignity. A year ago its 
shares stood at around $45. 
close to the bank's book 
value - a clear sign that the 
stock market did not put a 


high value on the reliability 
of its earnings. 

At that stage. Mr Buffett 
was bent on cutting his 
exposure to Salomon: Berk- 
shire Hathaway, his invest- 
ment company, raised $44" m 
by selling securities 
exchangeable into some of 
its Salomon stake. 

Yesterday’s deal valued 
Salomon’s stock at about $80 
a share, and will leave Mr 
Buffett with some 3 per cent 
of the enlarged Travelers. 
During the bank's ups and 
downs. Mr Buffett will also 
have been able to console 
himself with the 9 per cent 


coupon he received on the 
preference shares in which 
most of his Salomon stake 
was held 

Yesterday’s deal will also 
bring an end to an invest- 
ment that Mr Buffett once 
bemoaned had caused him to 
give a “vastly greater" 
amount of management time 
than Its economic signifi- 
cance to his investment com- 
pany merited. 

In 1991. when Salomon 
was reeling from the revela- 
tion that a trader had rigged 
US Treasury- bond auctions, 
the billionaire investor 
brought in a new chairman 


to replace John Gutfreund 

Attempts to impose new 
management disciplines on 
the bank have not proved 
easy, however. By cleaning 
out Its senior management, 
Mr Buffett lost the talents of 
John Meriwether, the trader 
who headed the bank's most 
consistent profit-earner. A 
batch of other senior traders 
also left to join Mr Meriweth- 
er’s hedge fund business, 
which has since emerged as 
one of the most profitable 
operations of its kind. 

Salomon’s proprietary 
trading business has 
remained the core of Its 


operations - prompting 
questions yesterday about 
whether Travelers intended 
to remain in this business, 
or reduce the scale of the 
ope rati OO- 

James Dimon. head of 
Travelers’ Smith. Barney 
investment business, said of 
proprietary trading: “It will 
continue just the way it is. 
The right controls are in 
place." He added that about 
$lbn of Salomon's equity 
capital backed the operation, 
and that this figure would 
continue to fluctuate, 
depending on the opportuni- 
ties available in the bond 


arbitrage business. 

Mr Buffett suffered 
another exodus of talent two 
years ago. after intervening 
in tiie bank's compensation 
arrangements. He argued, 
famously, that investment 
bankers and traders were 
receiving too big a slice of 
Wall Street's profits, at the 
expense of shareholders. The 
result: some investment 
bankers, annoyed at seeing 
their bonuses slashed, quit 
to join other banks and Mr 
Buffett's management team 
was forced to back down and 
reinstate its old compensa- 
tion policies. 


■ THE DEAL 

Staff 

sound 

positive 

note 

Golden handenffls will not 
be used to secure the talents 
of Salomon’s most valuable 
staff after the acquisition by 
Travelers. Deryck Maughan, 
the investment bank’s chair- 
man and chief executive, 
said yesterday. 

Instead, the two banks 
win rely on the attractions 
of working in a far lar ger - 
and more stable - institu- 
tion to prevent the invest- 
ment bankers and traders 
jumping ship. 

James Dimon. head of 
Smith Barney, indicated 
that Travelers would not 
interfere with the compensa- 
tion packages of Salomon’s 
top traders, who have his- 
torically earned significant 
bonuses running into mil- 
lions of dollars. 

The decision not to use 
special financial incentives 
is unusual in such takeovers 
and is likely to intensify 
efforts by other banks to 
lure Salomon’s top traders 
and deal-makers. However, 
there were early signs that 
the deal was being wel- 
comed, at least by Salomon's 
investment bankers in both 
New York and London. 

Being part of a much 
larger financial services 
institution would mean that 
they were no longer seen as 
a part of a specialist bond- 
trading bouse, one mergers 
and acquisitions expert said. 

In Salomon’s London 
office, similar positive senti- 
ments were expressed. 
Smith Barney has only a 
small presence in Europe’s 
biggest financial centre, 
while Salomon has built up 
a substantial resource over 
several years. 

The premium Travelers 
has agreed to pay for the 
bank also won a warm 
reception at Salomon, whose 
employees between them 
own 16 per cent of the 
bank’s shares. At yester- 
day’s price, these holdings 
amotmted to about $1.5bn in . 
alL or twice their value of a 
year ago. 

Many details of the 
merger have yet to be 
worked out, and the man- 
agement structure of the 
combined Salomon Smith 
Barney, as the investment 
business will be known, 
seemed to point to an 
attempt at compromise- 
Mr Dimon, 41, and Mr 
Maughan. 48, will serve as 
co-chief executives of the 
new bank, the sort of 
arrangement that often 
proves short-lived. The two 
said they would try to be 
even-handed in picking the 
best executives from each 
bank to run the operations 
of the new institution. 

The merger is scheduled 
to be completed before the 
end of this year, leaving 
little time to create a new 
management structure and. 
work out ways to combine* 
the cultures of the two 
banks smoothly. 

Richard Waters 
and William Lewis 
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Mexico’s mysterious one-man conglomerate 

Carlos Slim has been selling Grupo Carso' s assets without revealing his plans for the proceeds 



Grupo Carso is named after Carlos and Sonmaya, his wife 


J ust what is Mexico's 
richest man up to? Over 
the past few months, 
Carlos Slim, the country's 
most successful investor, has 
been carefully selling assets 
belonging to Grupo Carso, 
his conglomerate. 

The process continued this 
month with the sale of Car- 
so's 33.3 per cent holding in 
cement company Corpora- 
cion Moctezuma for S93m. If 
a planned issue of Its retail- 
ing interests goes ahead this 
autumn, the group will have 
accumulated well over Slbn 
in cash. 

Almost no one knows 
what Mr Slim plans to do 
with his treasure trove. But 
most analysts and investors 
agree: a big acquisition is 
likely. 

The uncertainty as to 
what that purchase might be 
is driving a wedge between 
those investors whose faith 
in Mr Slim has grown as he 
has moved from success to 
success, and those who see 
in the Carso or today little 
more than a diverse collec- 
tion of unspectacularly per- 
forming companies. 

“Any way you look at it. 
people pay for Carlos Slim." 
says Kerry - McHugh, analyst 
at Goldman Sachs in New 
York, who estimates that 
Carso's market capitalisa- 
tion - currently about $75bn 


- is almost $ 2 bn more than 
the sum of its assets. The 
reason is simply the mar- 
ket's esteem for Mr Slim's 
skills. 

Mr Slim has been making 
changes to his company for 
some time. 

Last year, he split up Car- 
so's controlling interest in 
Mexican telecommunications 
giant Telefonos de Mexico 
(TelmexJ from the compa- 
ny’s other holdings. The 
move considerably increased 
the two companies' market 
capitalisation when com- 
pared to the old, undivided 
Grupo Carso. 

In June this year. Carso 
agreed to sell a 21 per cent 
stake in Cigatam. its ciga- 
rette venture, to its partner 
Philip Morris, as part of a 
deal which extended Ciga- 
tam's licence to sell Philip 
Morris products to 2020. 

Carso netted S400m from 
the operation. Philip Morris 
now bolds 50 per cent of 
Cigatam and will handle the 
company's marketing 
operations, while Carso, 
with the other 50 per cent, 
will remain in charge of pro- 
duction. 

A few weeks later. Carso 
agreed to sell Loreto y Pefla 
Pobre. its paper-making 
facilities, to Procter and 
Gamble for $170m. The sale 
marked another retreat by 


Carso from the kind of 
heavy industry in which it 
once specialised. 

Nor do the sales end there. 
By mid-November, it hopes 
to have completed the listing 
of Carso Comercial. a new- 
stock which will group 
together Carso's retail inter- 
ests. principally comprised 
of the Sanborns and Sears de 
Mexico shops. The issue is 
thought likely to raise 
between $4O0m and $500m. 

But it is not the disposals 
but the growth of Mr Slim's 
war chest - and what he 
plans to do with it - that is 
attracting most attention. 


"Mr Slim has been one of 
the few businessmen in 
Mexico who has been able to 
take full advantage of the 
country's economic crises." 
says Shayne McGuire, ana- 
lyst at Deutsche Morgan 
Grenfell in Mexico City. 
"Clearly, bad times are the 
best times to buy. but he is 
one of the few people who 
have had cash at those 
times.” 

There are few clues as to 
where Mr Slim might be 
aiming to spend the money. 

Carso has long dismissed 
attempts to detect a complex 
strategy in its sales and 


acquisitions. “We are not 
particularly interested in 
synergies," says the group. 
“What we do is get underval- 
ued, poorly-run firms and 
turn them around." 

Some analysts believe that 
Mr Slim will increase his 
commercial interests in time 
to take fall advantage of 
Mexico’s belated consumer 
recovery. 

The VIPS restaurant chain 
and the Suburbia depart- 
ment stores, both assets 
recently taken on by Wal- 
Mart, the U5 retailer, as part 
of its acquisition of Ctfra, 
Mexico's largest retail com- 
pany. have been mentioned 
as possibilities. 

O thers argue that Mr 
Slim will seek to 
increase his expo- 
sure to markets outside 
Mexico, whether by buying 
an export-oriented concern 
or by directly investing in 
south-east Asia. 

Whether such a course 
would be desirable divides 
those who would prefer 
Carso to remain a purely 
Mexican play from those 
who believe that the com- 
pany should branch out to 
make up for its diminished 
exposure to Ciga tarn’s 
healthy margins. 

Certainly, the group's cur- 
rent mix of companies has 


failed to inspire some ana- 
lysts. Its mining and metal 
interests have suffered from 
low world prices, while until 
recently its retailers felt the 
brunt of Mexico’s consumer 
depression. However, Carso’s 
car part interests have been 
exceptional for their 
dynamic, export-led growth. 

At heart, most of the judg- 
ments about Carso hinge on 
attitudes towards one man: 
Mr Slim. The group is barely 
distinguishable from him; 
even its name is based on Mr 
Slim’s own first name and 
that of his wife Soumaya. 

And Mr Slim’s sway has 
grown since the August res- 
ignation of Fernando Chico 
Pardo, the Carso board mem- 
ber who acted as chief 
spokesman and key strate- 
gist. (Carso does not offi- 
cially have a chief execu- 
tive.) 

Mr Chico Pardo’s formal 
post as head of Grupo Flnan- 
ciero Inbursa. Mr Slim’s 
financial group, has been 
taken by Mr Slim’s 29 year 
old son, Marco Antonia. 

“Carso is a one-man 
show." says one analyst. “If 
you buy it, you are hoping 
that their choices in the 
future will be as smart as . 
their choices in the past.. I 
You are betting on Mr Slim." ! 

Daniel Doxnbey i 


Cemex steps 
up investment 
in Venezuela 


By Raymond CoRtt 
in Caracas 

Cemex, the Mexican cement 
company, is increasing its 
investment programme in 
Venezuela as a result of 
strong economic recovery 
and bright prospects in the 
construction sector. 

Its majority-owned local 
subsidiary, Vencemos. will 
invest $45m to modernise its 
production plants and distri- 
bution network. 

The decision comes after 
1«L3 per cent growth in the 
construction sector during 
the first two quarters of the 
year, far above the 1 per cent 
gross domestic product 
growth for the same period. 

. ‘‘[We] decided to bet 
heavily on Venezuela 
because we think things are 
going to move ahead," said 
Victor Romo, president of 
Vencemos. GDP growth is 
expected to reach 4 per cent 
this year and 5T per cent 
next year, driven by strong 
growth in the construction 
sector after a five-year reces- 
sion. 

As a result, Vencemos 
expects sales to grow by 8-10 . 
per cent In 1998. said Mr 


$376m in 1997, out of esti- 
mated total international 
sales of $2.2bn_ 

The company, which 
recently invested $20m in its 
newly-inaugurated Caracas 
headquarters, will not issue 
new debt to finance the new 
investments. 

According to Santander 
Investments, Vencemos 
earns more US dollars per 
tonne ($40) than any other 
cement company in the 
region. They also forecast 
EBITDA to increase by 21 
per cent to $l83m in ip97, 
owing to an expected 10 per 
cent increase in domestic 
con sumption and average 
cement prices of about $100 
per tonne. Exports are also 
growing, with an estimated 
$i00m this year, up from 
$9 1.5m last year. 

Vencemos is a blue-chip 
share traded on the Caracas 
stock exchange and is 
Included in the IBC index. 
Vencemos Type l traded yes- 
terday at 1.188 bolivars. 

flight a majority 
stake in Vencemos four 
years ago as part of its Latin 
American strategy. 
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COMPANIES AND FINANCE: EUROPE 



* Telecom Italia nearer link-up 


By James 8H tz fn Roma 

AT&T and Telecom Italia 
last night moved closer to an 
: International -alliance by 
wnmiiinninp they would pur 
sue an exchange of shares 
that- would give each com- 
pany an equivalent stake in 
the other. ' 

-After two days of specula- 
tion in. Rome about whether 
AT&T would . pull back from 
becoming a strategic share- 
holder in the soon-to-be- 
privatised telecoms group, 
Telecom Italia announced 
that both sides hoped soon 
to strike a deal on the share 
exchange. 

- AT&T’s . stake, which 
would give it a 1.2 per cent 


holding in Telecom Italia, 
would cost about *45Gm, the 
Italian government said. The 
company's final decision to 
buy the shares will depend 
on agreement with Telecom 
Italia to cement a strategic 
alliance -that was first 
entered into last July. 

However, senior Treasury 
officials in Home are confi- 
dent that both the Italian 
and US sides wifi realise the 
mutual advantage of a global 
alliance - one that may offer 
a last chance for both to 
develop international 
strategies. 

For the Italians, the snag 
over AT&T's participation 
has come in the final stages 
of assembling the stable core 


of shareholders which will 
run Telecom Italia for the 
first three years after priva- 
tisation. 

Some IS corporate and 
financial institutions - most 
of them Italian - said they 
would participate when the 
formal deadline for binding 
offers closed on Monday. 
They have pledged to buy 
more than 10 per cent of 
Telecom Italia’s shares 
between them. 

However, most of these 
offers have come from Ital- 
ian financial houses, such as 
Assicurazione Generali and 
Monte del Paschi - pone of 
which has experience in tele- 
communications. 

Nor will any of these com- 


panies play a leading role on 
their own in running Tele- 
com Italia after its privatisa- 
tion. The sheer size of the 
sell-off - Telecom Italia is 
expected to have a market 
capitalisation of around 
L 72, 000b n (541 bn) - means 
companies are spending con- 
siderable sums acquiring a 
stake that may not give 
them a seat oft the board. 

For the Italians, therefore. 
AT&T’s -weight can. give the 
telecoms group important 
business and technological 
expertise. It would also con- 
solidate Telecom Italia's 
global reach, cementing the 
relationship that both sides 
hope to have in Unisource, 
the European consortium 


which AT&T has set up with 
operators in the Nether- 
lands, Switzerland and 
Sweden. 

For AT&T, there are also 
Important benefits. The com- 
pany hopes to get a scat on 
the Telecom Italia board by 
taking what would be the 
largest stake of any strategic 
shareholder. However, its 
main concern is to cement 
the strategic alliance before 
it pays for the shares. 

This underlying deal is 
important Tor the US side 
after the decision by Telefon- 
ica. the leading Spanish tele- 
coms operator, to quit Uni- 
source earlier this year and 
join Concert - the consor- 
tium formed by British Tele- 


communications of the UK 
and MCI, the US group. 

Telecom Italia would 
cement AT&T’s position in 
Europe, say analysts. It 
u-ould also offer considerable 
opportunities in Latin Amer- 
ica, where the Italian com- 
pany has already acquired 
stakes in leading telecoms 
operators in Argentina. 
Brazil. Cuba. Bolivia and 
Chile. 

“The growth potential in 
these markets is consider- 
able," said a senior official 
involved in the Telecom 
Italia sell-oiT. “Brazil, for 
example, has a population of 
150m people, of whom just 
20m have so far been linked 
up to phone lines.” 


Endesa 
sale aimed 
at small 
investors 

By David White In Madrid 

Spanish authorities are 
counting on heavy demand 
from small Investors to sup- 
port ’ the forthcoming share 
offering in Endesa, the coun- 
try’s leading electricity 
group, in a privatisation 
expected to raise up to 
Ptal,125bn ($7.43bn). 

Pedro Ferreras, chairman 
of the state holding com- 
pany Sepi, which is selling 
25-35 per amt of Endesa's 
stock, said the a™ was to 
increase the company’s 
shareholder base from about 
200,000 to lm or more. 

" This' Is in spite of a rela- 
tively high minimum invest- 
ment of Ptal00.000 for the 
retail tranche, for which the 
pre-registration period 
. opens on Monday. 

The prospectus for the 
offering was published yes- 
terday after being lodged 
with 'Spain's CNMV securi- 
ties commission, which has 
complained that details 
were leaked without 
approval; Merrill Lynch, 
Argentarla and Santander 

. .Investment are acting as 
global co-ordinators. 

Sepi has reserved the 
right to increase the 51.5 per 
cent portion of the stake ini- 
tially earmarked for retail 
investors, reducing the insti- 
tutional tranches. Retail 
investors are being offered a 
4 per cent discount. 

A maximum retail price is 
due to be set on October IS 
and the final price a week 
later. A fizrther 6 per cent of 
the stake is earmarked for 
employees, with 10 per cent 
allocated to Spanish institu- 
tions and the remaining 32^ 
per cent for the interna- 
tional tranche. 

• This includes a separate 
5.5- per cent tranche for 
Asia-Pacific and the Middle 
East -'' a novelty in this kind 
of operation in Spain - 
under the leadership of 
Daiwa and Goldman Sachs. 

A 10 per cent share is allo- 
cated to the US and Canada, 
ted by Merrill Lynch and 
Morgan Stanley; 7 per cent 
for the UK and Ireland, 
headed by Santander and 
Barclays; and 10 per cent for 
the rest .of ' the world, 
co-ordinated by Argentaria 
and ; Dresdner Kletnwort 
Benson.. 

- The decision on whether 
to expand the offering - ini- 
tially bf 260m shares phis an 
underwriters’ oversubscrip- 
tian-opthm of 26m - up to a 
marinmm of 364m is due to 
be made on. October 14. 

- Retail investors, who may 
apply for up to PtalOm 
worth of, shares, are guaran- 
teed "up to 50 each, with 

■ additional shares being allo- 
cated proportionally. 

Endesa shares rose LI per 
cent in Madrid yesterday to 
Pta3,125. The company is 
also listed in New York. 


BZ Group 

discloses 

earnings 

BZ Group, Swiss financier Martin Ebneris 
private bolding company, has earned SFr2bn 
(Sl.36bn) before tax since it started manag- 
ing its group of closed end-investment funds, 
known as the "visions", in 1991. Mr Elmer 
disclosed the figure yesterday in an inter- 
view with Blick. a Swiss newspaper, writes 
William Hall in Zurich. 

Mr Ebner, who made an estimated 
SFr500m from Credit Suisse's takeover of his 
25 per cent stake in Winterthur, has come 
under increasing criticism in Switzerland for 
the size of the profits he makes on his 
investment transactions. Mr Ebner said 
investors in his four funds - which speci- 
alise in investing relatively large amounts in 
a handful of companies - bad earned SFrgbn 
since he took over the management 

Dismissing accusations that his BZ Trust 
charged high commissions, Mr Ebner said 
his fees were success-related If the value did 
not increase by at least 6 per cent a year BZ 
Trust charged no commission, unlike other 
banks. Until recently, Mr Ebner 's Invest- 
ment funds have been bought by a tew big 
professional investors, but over the past 



Martin Ebner: has set himself up as the 
standard-bearer for small shareholders 

year he has been targeting the retail market 
and has set 'himself up as the stan- 
dard-bearer for small shareholders. 

Irked by accusations that he pays no tax 
on his financial dealings, he recently held a 
press conference to show his group had paid 
SFrl^bn in taxes since it started in 1985. 


Holec IPO pulled as 
Dutch buyers shun issue 


By Gordon Cramb ■ . 
in Amsterdam 

ABN Amro Rothschild, the 
year-old equities venture 
linking the biggest Dutch 
banking group and the 
august London and Paris 
merchant banks, suffered 
the embarrassment yester- 
day of having to withdraw 
an initial public offering 
only hours before trading in 
the shares was due to start 

It and Union Bank of Swit- 
zerland were joint coordina- 
tors for the flotation of HqIbc 
H olland, the Netherlands' 
biggest maker of electrical 
switchgear. 

Holec was due to have 
been valued at up to Fl 296m 
($146.4m) In the interna- 
tional offering - designed in 
part to allow UBS Capital, 
the Swiss group’s venture 


capital arm. to sen most of 

its majority stake: 

But as guests prepared to 
leave for a champagne recep- 
tion at the Amsterdam Stock 
Exchange to mark the first 
dealings, ABN Amro sent 
out faxes saying the event 
was off. Menno de Jager. of 
the bank's corporate Invest- 
ment arm, was last night 
struggling to save the deal. 

The public offering, which 
involved a mixture of new 
and existing shares, was said 
to have attracted insufficient 
support from Dutch institu- 
tions. Without their pres- 
ence. foreign Investors were 
reluctant to sign up for the 
simultaneous private place- 
ment being marketed else- 
where in Europe and the US. 

A revised plan may 
involve existing sharehold- 
ers retaining a bigger stake 


than they had wished. UBS 
acquired its 53.4 per cent 
holding in 1995 when back 
ing a management buy-out 
of Holec from Begemann. an 
industrial investment group. 

Ranking second on the 
share register is Cinven, the 
UK private equity company 
whose 39.4 per cent stake 
includes holdings on behalf 
of coal and rail pension 
funds in the UK 

UBS and Cinven had 
hoped each to cut their 
stakes to below 10 per cent 
Holec. in issuing new shares 
representing 12.9 per cent of 
its expanded equity, 
intended to fund creation of 
an Integrated manufacturing 
site at its base in Hengelo, 
near the German border. 

Holec made net profits last 
year of FI 24.1m on sales of 
FI 322.7m. 


Eni rises 10% at midway 


By Paul Betts in Milan 

Eni, the Italian oil, gas and 
chemicals conglomerate, yes- 
terday reported a 10 per cent 
rise in first-half net profits to 
L2,6l9bn ($l.5bn). on the 
back of higher operating 
income and a sharp tell in 
net financial expenses. 

The energy .group, now 
51.5 per cent controlled by 
the Italian government, fol- 
lowing its successful flota- 
tion this summer of a third 
tranche of shares, said reve- 
nues rose 6 j 2 per cent in the 
first half to L30,751bn. 

Capital expenditure was 
flat at L3,3Q9bn, with about 


90 per cent of investments 
focused on oil and gas activi- 
ties. Daily average hydrocar- 
bon production rose 5 per 
cent in the first hall, to just 
over lm barrels of oil equiva- 
lent. 

Declining interest rates 
and lower average net debt 
led to a 44.5 per cent tel 1 in 
net financial expenses, 
which fell by L226bn. This, 
coupled with an 8.6 per cent 
increase In operating 
income, more than offset a 
L480hn rise in first-half tax 
charges- 

Eni said yesterday its deci- 
sion to invest in a 35 per 
cent stake In the Albacom 


telecommunications consor- 
tium, whose partners 
include British Telecommu- 
nications. the Italian Medi- 
aset television broadcasting 
group and Banca Nazionale 
del Lavoro, would enhance 
the value of Its telecommuni- 
cations equipment and 
reduce costs. 

Eni's acquisition of a stake 
in Albacom provides for the 
sale of Eni’s transmission 
facilities to Albacom, as well 
as the use of Its fibre-optic 
cables network by the 
consortium. 

In turn, Albacom will pro- 
vide Eni with telecommuni- 
cations services. 
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The subscription period runs from 
: 25 September to 8 October Inclusive. 



Hu 


... fflwn* rank for dividend 

as from 1 January 1997- 


Vmemanmdgm giving dmfl* of 
of fcftmdh Swi EKtewfic 

RhA - S.QVMMQ K l&er 75116 Pima - France 


In I erne I : >.v w iv.ciu -ban cm re. O 


Standard & Chartered 

Standard Chartered PLC 

fMcmporatatf with ftrtted OabHtty bn England) 

£300,000,000 

Undated Primary Capital Boating Rate Notes 
of which £1 50,000,000 

comprises the initial Tranche 

In accordance with the Terms and Conditions of the Notes, 
notice Is hereby given that for the three months period (91 
days) from 24th September 1997 to 24th December 1997 
the Notes will carry an Interest Rate of 77* per cent per 
annum. 

The interest payment date will be 24th December 1997. 
Coupon No. 50 wilt therefore be payable on 24th December 
1997 at £934.93 per coupon from Notes of £50,000 
nominal and £93.49 per coupon from Notes of £5.000 
nominal. 


J. Henry Schroder & Co. Limited 
Agent Bank 



Grundig chief 
resigns after 
seven months 


By Graham Bovriey 
in Frankfurt 

The future of Gruudig. the 
troubled German consumer 
products group, was yester- 
day unclear after Pieter de 
Jong unexpectedly resigned 
as chairman - the second 
company head to step down 
this year. 

Mr de Jong, who took over 
as chairman in February, 
will be replaced by Herbert 
Bruch, a fellow board mem- 
ber. Mr de Jong will remain 
on Grun dig’s board, assum- 
ing responsibility for 
finance. 

The company gave no rea- 
son for Mr de Jong's deci- 
sion. It also announced that 
Manfred Bartl, formerly of 
Volkswagen, the German 
carmaker, would join the 
company’s board. 

Mr de Jong took over as 
chairman following the 
abrupt resignation of Pieter 
van der Wal after only about 
one year as chairman. At the 
time, Grundig said Mr van 
der Wal resigned because of 
opposition from the compa- 
ny's labour unions. 

Grundig, which makes 
consumer audio and video 
products, is based near 


Nuremburg. The resignation 
is the latest twist in a pain- 
ful period for the company. 
Once the epitome of Ger- 
many's post-war success, it 
has fallen into losses, sad- 
dled with high labour costs 
and competition from 
cheaper Asian imports. 

In July, Philips, the Dutch 
electronics group, finally 
severed its link as a main 
shareholder when it sold its 
stake to a group of investors 
led by a UK bank. 

The investor group has 
bince sold its stake to an 
unidentified consortium of 
Bavarian investors put 
together by the Bavarian 
state government, which is 
attempting to secure the 
company's future. 

Philips cut Grundig loose 
after Cor Boonstra. Philip’s 
new president, said he would 
no longer cover losses at the 
offshoot. 

The two companies were 
locked in a dispute about 
the extent of Grundig’s 1996 
deficit. 

However. Grundig said 
yesterday that its supervi- 
sory board had agreed to a 
settlement of the dispute, 
which puts the 1996 loss 
at about DM400m (S223m>. 


EUROPEAN NEWS DIGEST 


Schneider sales 
rise pleases 

Shares of Schneider, the French electrical engineering 
group, yesterday rose 3.6 per coot on the Paris bourse, to 
FFr363.50. after the company reported improved first-half 
sales, mainly as a result of the stronger dollar, and an S3 
per cent increase in net profits to FFrlbn ($165. 7ml. 

Sales were up 8.8 per cent from the first six months of 
1996 at FFr22. 7b n. Of this increase. 5 percentage points 
were attributed to favourable currency fluctuations. In 
constant currency terms, sales grew 1&5 per cent in North 
America and 21 per cent in northern Asia. European sales 
were up a more modest 2.5 per cent, “reflecting the slow- 
down of the Italian and UK economies”, the company 
said. 

Operating income climbed 22 per cent to FFr2. 18bn as 
the company started to reap the fruits of cost-cutting pro- 
grammes launched last year. 

Schneider said the first-half results, as well as the level 
of its order book at the end of August, encouraged it to 
maintain its forecast that sales would grow 5 per cent in 
constant currency terms for the full year. It said growth 
would be led by “a beginning recovery in Germany and 
satisfactory activity in the rest of Europe". 

Samcr Iskandar, Paris 

■ CERUS 


De Benedetti group ahead 12.7% 

Cems, the French bolding company of Carlo de Benedetti, 
the Italian financier, yesterday announced net profits of 
FFr53m (55.Sm) for the first half, an increase of 12.7 per 
cent from the same period last year. The company's main 
source of revenue is the management of its FFrl.4bn cash 
holdings. 

In April. Cerus paid back FFr4.2bn to shareholders 
through a special dividend, following the November 1996 
sale of its 26 per cent stake in Valeo, the car components 
group, for FFr6.3bn. Yesterday the group said it was 
“actively seeking investments". 

Three new directors were appointed to the board - Rene 
de la Serre. deputy chairman of CCF. the French bank; 
Henri Cukierman. chairman of Compagnie Parisienne de 
Reescompte; and Philippe Camus, general manager of 
Lagardere. tile missile-to-magazines conglomerate. They 
will replace Gerard Worms, Yves- Andre Istel, Alain Mine 
and Alain Dunienil, who resigned. Samer Iskandar 

■ MEDIA 


Pro Sleben advances 

Pro Sieben, the German media group which made its 
debut on the Frankfurt stock exchange in July, yesterday 
said pre-tax profits rose 27 per cent in the first half to 
DM 123m ($68. 5m). Sales in the period increased 15 per 
cent to DM934m. 

Georg Kofler, chief executive, said the company expec- 
ted fhrther improvement in both sales and profits in the 
second half, when television advertising tends to be 
greater. Pro Sieben. whose Pro 7 television channel is Ger- 
many's third -biggest commercial network, is only the sec- 
ond German media company to be quoted. The sale of 
17.5m Pro Sieben preference shares, which raised more 
titan DMi.2bn, was about fifty times over-subscribed. 

The majority of the company's voting stock is owned by 
Thomas Kirch, son of Leo Kirch, one of Germany’s media 
magnates. Frederick Stiidemarm. Berlin . 
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Avis to 
report in 
Ecu and 
sterling 

By Chaffs Greaser 

Avis Europe, the car rentals 
group, will today become 
the only company on the 
London stock exchange to 
report Its results in Ecu as 
well as sterling. 

The company, which has a 
market value of some £86 Lm 
<31.39bn) says using the Ecu 
enables investors to strip 
out the Impact of currency 
fluctuations and gain a 
clearer view of underlying 
trading. 

About 20 per cent of the 
company's business is gen- 
erated in the UK. The 
French and German markets 
together account for some 
40 per cent of the business. 

The translation of Euro- 
pean profits into sterling 
will have an adverse Impact 
on profits this year, because 
of the strength of the pound. 

BZW, the broker, reckons 
every 10 per cent swing in 
sterling has a 3 to 5 per cent 
effect on earnings. The con- 
sensus forecast among ana- 
lysts for the company's 
interim pre-tax profits is 
just over £3&5m. 

Avis floated this year, 
having been taken private 
in 1989. As a private com- 
pany, it also reported in 
Ecu. David Maloney, finance 
director, said: “When com- 
panies start having to report 
in euros, we will have been 
doing the equivalent for 10 
years. This was all pretty 
exotic stuff back then, but 
the boot's on the other foot 
now. " 

So exotic, in fact, that the 
European Commission made 
a video about businesses 
reporting in Ecu featuring 
Avis Europe and the Euro- 
pean Space Company. “It 
was not a top seller.” con- 
ceded Mr Maloney. 

The Ecu is used as a form 
of currency in the European 
Union and Is made up of a 
basket of European curren- 
cies. 

ICX raised the possibility 
this summer of reporting its 
results in euros if the single 
European currency is intro- 
duced. At that stage. Ecus 
will translate into euros on 
a one-for-one basis. 


Grid’s Energis sale to help fund bid 


By Alan Cane 

National Gkld plans to use 
toe proceeds of toe sale of a 
minority stake in Energis. 
its telecommunications sub- 
sidiary. to help fund its bid 
to own and run toe power 
transmission system in Vic- 
toria state. Australia. 

The Grid is part of a con- 
sortium bidding for the sys- 
tem against groups from 
Singapore and toe US among 
others. It is one of a number 
of contracts the company Is 
seeking overseas to exploit 
its power management expe- 
rience. A decision Is expec- 


ted from the Victoria author- 
ities on October 10. 

If it should fail to win the 
contract, the Grid may spend 
some of toe proceeds on buy- 
ing back shares. 

The company’s announce- 
ment yesterday that it would 
float an unspecified percent- 
age of Energis by the end of 
the year had been expected. 
It put an end to speculation 
that it would opt for a trade 
sale or a demerger. 

Mr David Jones, National 
Grid chief executive, said toe 
float bad three purposes: to 
establish a value for Energis 
which would be reflected in 


the his company's share 
price; to repay shareholder 
loans; and to provide Ener- 
gis with a capital structure 
which would enable it to 
ftmd its own future. Energis 
owes the Grid some £230m. 

Mike Grabiner, Energis 
chief executive, said flota- 
tion was the logical next 
step In the development of 
the company. 

Much of toe detail of the 
flotation remains to be set- 
tled, although Dresdner 
Klein wort Benson, has been 
appointed as financial 
adviser, sponsor and global 
co-ordinator. 


Analysts said yesterday 
that some £200m-£300m 
might be raised, represent- 
ing about 25 per cent of the 
equity and suggesting an 
enterprise value for the com- 
pany of about £lbn- 
It is thought the path- 
finder document for the flo- 
tation win be published in 
November with the flotation 
in early December. - 
The shares are expected to 
be sold in the UK, the US 
and internationally, 
reflecting the global Impor- 
tance of the telecoms busi- 
ness. 

After flotation, toe Energis 


fraiannp sheet will probably 
be restructured to facilitate 
further share sales or a stra- 
tegic alliance. 

Energis is the third largest 
telecoms operator in the UK. 
It concentrates on the upper 
end of the business market, 
transmitting -voice and data 
over an advanced fibre optic 
network wound round the 
Grid's power lines: Custom- 
ers include the BBC and 
Associated Newspapers. 

The network is working at 
only 25 per cent capacity. 
Revenues more than doubled 
to £97tn in the year to March 
1997. 


Barrett 
bow out 


chairman set to 
for second time 


By Andrew 
Edgecfiffo-Johnson 

Sir Lawrie Barratt is to 
retire as <7hfl irnian of Bar- 
ratt, Britain’s second-largest 
housebuilder for the second 
time after being called out of 
retirement to restore the 
company’s fortunes. 

Sir Lawrie. who will be 70 
when he leaves in Novem- 
ber, last retired in Septem- 
ber 1988, but returned after 
the company plunged to a 
£l06m ($l70.7m) loss after 
writing down the value of its 
land holdings in southern 
England and California. He 


will again have the honorary 
title of life president. 

He said yesterday: There 
was a job to be done, and it 
has been done. There is no 
reason at all why I should 
continue any longer.” 

Barratt has built more 


than 200,000 houses in 
Britain since its foundation 
by Str Lawrie in 1958. 

Yesterday he was able to 
declare a 35 per cent rise in 
pre-tax profits to £70. lm for 
the year to June - compared 
with £61.5m in the year 
before his last departure. 

Frank Eaton, who has 
been chief executive since 
1991 and who joined the 
group in 1979, will become 
chairman and chief execu- 
tive. in spite of opposition 
from some institutional 
shareholders to such com- 
bined responsibilities. 

Sir Lawrie rejected such 
criticisms, saying the board 
would be haianrod, and that 
its structure would be in line 
with the Hampel Commit- 
tee's draft recommendations 
on corporate governance. 

A non-executive director, 
Basil Bean, was appointed 


vice-chairman yesterday and 
Sir Lawrie said a manning- 
director would also be 
appointed soon. 

Barratt’s 13 per cent 
increase in turnover to 
£7l4.4m stemmed from a 10 
per cent rise in the number 
of bouses sold and a 3.9 per 
cent advance in the average 
selling price: Barratt com- 
pleted 7,710 houses selling 
them for an average £37,100. 

Much of the improvement 
was thanks to the emphasis 
on southern England, which 
now accounts for 40 per cent 
of its profits. 

Mr Eaton said Barratt was 
on track to meet its target of 
building 11,000 units a year 
by 2000, adding that its 
£200m investment pro- 
gramme over the past year 
had increased land stocks by 
15 per cent to 23200 plots - 
enough for three years. 



t ry COMMENT 

National Grid 


National Grid should have OrM: 

demerged Energis. its tele- . ■ 
corns arm,' instead of float- rated* 8 to - . 

tug a minority stake. It is FESE&tStiare fade* _ . 
not as though Grid pro- O a‘ 

Tides any useful telecoms k , 

expertise. Even its argu- 
meat th»t potential Ener- ~ 

gis customers are reas- syS.;. 
sured that Chid is standing 
behind it carries little 
weight; following the float, 

Energis will have to stand 
an its own two feet On a 
break-up basis, Grid looks 
fairly valued. Putting the 
core transmission business 
on seven times earnings *$£&&>**&**&' 
before depreciation, inter- 
est and toy would give a value of £4Bbn ($7.88bn). On that 
Viagic Grid's market price is already incorporating an 
implied £900m value for Energis - in the middle of ana- 
lysts’ valuations. But Grid should probably trade below 
its break-up valuation because it is keeping most of its 
Energis stake. First, Energis itself may trade at a discount 
to fair value, as it will not be an easy takeover target 
S econ d, even Eneigis's market value may not flow full y 
into Grid's own share price, because the electricity group 
could face a conglomerate discount . 

. " Finally, there is the question of how Grid will deploy 
the £200m or so proceeds from the Energis float G rid is 
hoping its consortium will win the bidding for an Austr a- 
lian transmission business, which could cost it £700m. 
That might s eem to reduce its scope far any share buy- 
back. But, as a stable utility, debt levels equal to a third 
of enterprise value would be appropriate. That would 
allow a £700m buy-back, if it wins in Australia - or £L2bn 
if it fails. 



Maya Kutkm 

Lawrie Barratt (left) with incoming chairman Frank Eaton 


DMG close to pay-out target 


By Jane Martinson, 
Investment Correspondent 

Deutsche Morgan Grenfell 
said yesterday that it hoped 
to have paid compensation 
to all the victims of the 
Peter Young unit trust scan- 
dal by the end of November. 

Some 15 per cent of the 
£230m ($370. 3m) compensa- 
tion is still to be paid out 


more than a year after Mr 
Young, a senior fund man- 
ager. was sacked- He was 
found to have breached the 
rules on buying unquoted 
companies and is currently 
under investigation by the 
Serious Fraud Office. 

Frances Davies, head of 
Pooled Funds at Morgan 
Grenfell Asset Management, 
said the remaining compen- 


sation was due to investors 
In non-designated nominee 
funds, who were more 
difficult to track 
down. 

The target comes as the 
fund manager aims to 
relaunch its unit trusts and 
other retail products over 
the next three weeks in a 
series of roadshows. They 
start in Loudon on Monday. 


Scotia considering 
listing on Nasdaq 


iftfTth 

SAINT-GOBAIN 



The consolidated net income for the first half year 1997 amounts to 3 356 million French Francs against 2,048 million 
French Francs for the first half year 1 996. 

It includes profits on disposals made during the first half year and reflects, at the income before tax level, the sustained 
activity in America as well as die economic recovery in Europe since the month of March. 

The key consolidated figures for the first half year, which were presented to the Board of Directors on September 18th, 
1 997. are as follows in millions of French Francs: 


First half year 

1997 

1996 

Sales 

52246 

40.003 

Operating income 

5.059 

4377 

■ Financial charges, net 

(896) 

(554) 

• Reorganisation and other costs 

(388) 

(514) 

Income before tax and before results of sales of non-current assets 

4.237 

3343 

• Results of sales of non-current assets 

1,558 

24 

• Income taxes 

(1,968) 

(1.072) 

Net income before minority interests 

3.695 

2383 

Net income 

3356 

2,048 

Resources from operations (cash flow) 

5,495 

5.053 

Capital expenditure on plant and equipment 

32S6 

2.955 

Acquisition of investments 

1.015 

2*429 

Net indebtedness 

14,459 

6,774 


The Group's sales increased by 32* on a real structure 
basis, mainly due to the consolidation of Poliet. On a com- 
parable structure basis they ate up 7.6% in French francs 
and 2.8* in local currencies (the variation is mainly due to 
the strengthening of the American dollar and the pound 
sterling). 

Sales are split as follows: France: 39%. other European 
countries: 29%, America and Asia: 32%. 

Operating income exceeds the 1996 first half year by 780 
million French Bancs. The reduction of the Group's oper- 
ating margin from 10.7% to 9.6% is due to die consolida- 
tion of the distribution sector of Poliet, whose margin as a 
percentage is structurally lower than that of the industrial 
activities. 

The results of the American companies remain at a high 
level, in an economic climate which remains favorable. 

In Europe, after two difficult months, the evolution is posi- 
tive on the semester, both for volumes sold and prices 
which now appear to be better oriented, especially in the 
Flat Glass division. 

Income before tax and before results of sales of non- 
current assets is up 694 million French Francs. The 
improvement in dividends receivteid from the non consoli- 
dated companies as well ns the reduction of reorganisation 
and other costs compensate, to a large extent, the increase 
in financial charges incurred because of the Group's devel- 
opment. 


Results of sales of non-current assets amount to 1.558 
million French Francs. 

The increase in the income tax chaige, excluding the 
improvement in pre-tax income, is due to profits on dis- 
posals and to the new tax measures in France. The impact 
of these measures amounting to approximately 200 million 
French Francs, including 100 million for deferred taxes, 
is recorded in the first half year. An additional tax charge 
of some 100 million French Francs is expected on the 
results of the second half year as a result of these new tax 
measures. 

Net income reaches 3.356 million French Francs, an 
increase of 1 J 10 million French Francs over the 1996 first 
half year. Excluding capital gains, net income amounts to 
2,259 million French Francs, compared to 2.028 million 
French Francs for the 1996 first half year. 

Cash flow amounts to 5.495 million French Francs, an 
increase of 442 million French Bancs. On a comparable 
structure basis, and before the additional tax charge, it is, as 
a percentage of sales, higher than (hat of the 1996 first half 
year. 

Net In debtedness amounts to 14.5 billion French Francs 
at June 30. 1997 against 14.8 billion French Francs at 
January 1st. 1997. 

Compagnie de Saml-Gotnin, the parent company, recorded 
a trading profit of 1.299 million French Francs, against 
1.1 15 million Bench Francs for the first half year 1996. 


Investor Relations Department 
Telephone: +33 1 4762 33 33 
Internet: http^/www^aint-gobainxom 


By Daniel Green 

Scotia Holdings, one of the 
larger UK biotechnology 
companies, is considering 
listing on Nasdaq, 

Last week, Scotia licensed 
its Foscan cancer drug to 
pharmaceuticals companies 
Boehringer Ingelheim of Ger- 
many and Kyowa Hakko of 
Japan for up to $54m plus 
about 25 per cent of product 
sales. 

Michael Lawther, finance 
director, said that a listing 
an Nasdaq was only one ctf 
several cash-raising options 


being considered. Others 
included disposal of "non- 
core assets” such as food 
emulsifiers, and further lic- 
ensing deals. . 

Scotia yesterday reported 
a first-half pre-tax loss of 
£ 12.8m ($20.6m). compared 
with £7.03m, due to continu- 
ing research- and develop- 
ment investments. 

Sales improved - from 
£7 43m to £10. lm, thanks 
largely to a sharp rise in 
sales of non-prescription 
products by the Efamol divi- 
sion which showed a 66 per 
cent leap to £64m. 


NEWS DIGEST 


Greenalls shares 
slide on warning 

Shares in Greenalls Group fall sharply yesterday after it 
warned of a ■ wcnniihaif setback in this managed pubs and 
rest aur a n ts division. The group blamed delays in introdu- 
cing hew pub formats and dull trading! The news came in 
a trading update covering the 11 months to August 3L 
The shares shed 37%p to. close at 414p as analysts 
revised their forecasts down from about £L67m ($268 ,9m) 
to £157m far fixe year to the end of September. 

Greenalls said the performance of the managed estate 
would be flat in the second half when compared with the 
previous year, when the Euro 96 football championship 

had boosted receipts. 

Lard Daresbury, chief executive, said there had been a 
pause in investment foDoning the acquisition of Bod ding- 
ton in October 1995 - at a time when competitors were 
Increasing boosting capital expenditure. . ' John Wittman 

Cookson makes disposal 

Cookson, the spehahst industrial . materials group, bps 
completed its exit from the manufacture of plastics addi- 


tives with the sale of Anzon, its antimony products busi- 
ness, to Great Lakes Chemical, the US specialty chemical 
-company. Dennis Millard, finance director, - declined to 
give details until the deal was completed next month, but 
raid Anzon, which' is part of the group’s -plastics business, 
was profitable- 
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MS CP to 
buy into 
telecoms 


By Alan Cane 

Morgan Stanley Capital 
Partners is Investing £15m 
Q&Lism) for a 26 per cent 
stake in First Telecom, the 
UK-based telecommunica- 
tions company. The investor 
Is the private equity unit of 
Morgan Stanley, Dean Wit- 
ter, Discover and Company. 

The deal underlines the 
potential investors see in the 
UK’s fully liberalised tele- 
coms market, which has 
same 200 licensed operators. 
It also reflects potential 
development in continental 
Europe after next January, 
when markets are fully 
opened to competition. 

The company intends to 
use the proceeds to fund 
expansion in Europe and the 
development of infrastruc- 
ture In the UK. 

First Telecom's German 
unit opened on September l 
and its French arm is due to 
launch on October 1. Marc 
Citron, chairman, said: *1 
would not role out some 
kind of initial public offering 
in the next two years’'. 
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TECHNOLOGY 


ieers can cut out reinventing the wheel with new software, says Phil Greenfield 


Worth Watching • Vanessa Houlder 





E ngineers are. by nature, 
creative thinkers. . But 
some are much better 
than others at coming up 
tilth new ideas. 

■ .What if all engineers to d the 
creativity of Thomas Edison or 
Alexander Graham Bell? If one 
US company gets Us way. young 
would-be inventors at universi- 
ties around the world will be able 
to learn bow their forbears ramp 
up with the great engineering 
inv entions of their day. 

Tie company, Invention 
Machine Corporation, has created 
an “invention machine" - also 
known as computer-aided innova- 
tion software. It Is a Windows- 
based, package programmed with 
details of how the great inventors 
- worked and It can help engineers 
become more innovative. 

-'ft is being used by US compa- 
nies such as Motorola and Rank 
Xerox as a design tool, allowing 
them to cut research and devel- 
opment costs. 

Universities in the US are 
already naming courses in con- 
ceptual engineering based around 
the invention mnfhine and Impe- 
rial College, London, and Coven- 
try University could become the 
fifsfihstitutions in the UK to use 
the software to teach undergrad- 
uates. . 


“After using the software, cre- 
ativity eventually becomes intu- 
itive,” says Gerald Zaal, 
vice-president of international 
sales and marketing at Boston- 
based Invention Machine. 

The story of the machine could 
be out of a Cold War spy novel. A 
Russian patent agent, Genrikh 
Altshuller, noticed that all engi- 
neering inventions appeared to 
have certain things in common. 
He saw patterns in the way phys- 
ical effects and design techniques 
were being used in inventions, 
without collaboration between 
the inventors. Therefore, he 
thought, human creativity must 
follow a formula which could be 
taught. 

His Ideas were thought so radi- 
cal wheu published in 1946 that 
he was sent to a gulag for 10 
years. On his release, he enlisted 
the help of scientists and engi- 
neers to analyse more than 1.5m. 
patents to prove his theories. The 
process took 700 man years and 
the results were startling. Only 
40 design techniques were needed 
to solve any engineering prob- 
lem. In addition, there were 
found to be 39 main engineering 
parameters that can describe any 
problem. 

Moreover, wore than 90 per 
cent of engineering problems 



Mary Evm»P*nra utynry 

Thomas Edison: the thinking of great inventors can be captured on computer 


encountered by the inventors had 
already been solved in previous 
inventions, so it was obvious that 
some way of providing easy 
access to the expertise of past 
inventors could help reduce the 
time it takes to invent new prod- 
ucts. 

Altshuller theorised that by 
describing a problem using one of 
these parameters, the best design 
techniques could be applied. He 
called this theory Triz. a Russian 
acronym for the theory of inven- 
tive problem solving. Triz, with 
its huge database of patent infor- 
mation, forms the basis of the 
invention machine. 

The software package, which 
costs around £6,000, comes in dif- 
ferent modules. The first part 
helps identify the problem to be 


overcome. Then the user can 
model the effects different condi- 
tions have on the invention, the 
main physical principles 
involved, a prediction of how it 
will work and a comparison with 
competing or existing products, 
all before a single line is drawn 
on a computer screen. 

The software is already proving 
its worth commercially. SKF, the 
world's biggest bearings com- 
pany, has a number of licences 
for the software and has used it 
to design a process for the rapid 
manufacture of ball bearings. 

Filip Rosengren. product devel- 
opment engineer at SKF Nova, 
the company's business develop- 
ment arm in Gothenburg. Swe- 
den, has been using the invention 
machine for around a year. 


M ost mobile phone users 
say they would be lost 
without them, even 
though the handsets can be 
inconvenient when users need to 
keep both hands free, and poten- 
tially unsafe when, say, in the 
hands of motorists. 

Yestwday two of the biggest 
names in the mobile phone 
industry unveiled a solution. 
Matra Commimication of France 
and Canada's Northern Telecom 
(Nortel) launched what are 
claimed to be the world’s first 
digital mobile phones to use 
voice recognition technology for 
automatic dialling. 

" The handsets feature a system 
called Personal Acoustic Control. 


The mobile voice of progress 


in which voice dialling is a key 
element. The others are virtually 
hands-free operation and supe- 
rior acoustic quality compared 
with current mobiles. 

Together, these features will 
revolutionise the use of mobile 
phones, says Jean-Remard Levy, 
chairman and chief executive of 
Matra Communication, which is 
jointly owned by Nortel and 
France's Lagardfcre Group. 

With the voice dialling feature, 
the phones can memorise up to 
20 names spoken into the hand- 
set, tagging them to a number in 
the directory. Users just switch 
on their handsets and say the 
name they want to activate dial- 
ling. To avoid mistakes, the 


phones repeat the name before 
making the rail 

The voice command function 
includes a sound filter to elimi- 
nate background noise and 
enhance voice recognition. To 
ensure hands-free calling, the 
system includes a high quality 
loudspeaker and microphone. 
This lets users put the handset 
down to let other people take 
part in the conversation. 

Voice dialling, say Matra and 
Nortel, will make mobile phones 
much safer to use while driving, 
and discussions have been held 
with several interested car man- 
ufacturers. The phones will also 
be aimed at heavy users of 
mobile pbones, says Mr Levy, 


and could benefit the disabled. 

The products will be marketed 
under the Nortel, Matra Commu- 
nication and AEG brand names, 
depending on the country, and 
are seen by the companies as the 
first in a new generation of 
mobiles. Second-generation prod- 
ucts could include a much bigger 
memory of names, says Matra, 
raising the possibility that the 
conventional numeric keypads 
could ultimately be dispensed 
with. This in turn would allow 
much smaller handsets. 

In the UK, the Mercury One-2- 
One network will be the first to 
offer the phones. The other 
named operator In Europe 
will be Bnoygues in France. 


“We have developed a tech- 
nique called high-velocity form- 
ing, which is basically a press 
that works at machine gun pace 
to produce around 1,000 ball bear- 
ings a minute." says Mr Rosen- 
gren. “But we needed to invent a 
way to insert and pull out the 
work at high speed. That's where 
the invention machine helped." 
He used It to come up with a 
novel method of feeding material 
into the machine. 

According to Desktop Engi- 
neering. the Oxford-based com- 
pany distributing the invention 
machine software in the UK, it is 
designed to complement com- 
puter aided design and manufac- 
ture (Cad cam) software and other 
computer-aided tools such as 
finite element analysis. 

Proponents claim it can reduce 
the time to market, organise the 
thinking in a company's design 
and engineering function and 
turn engineers into inventors. 

There is some heavyweight 
backing outside the US. In Japan, 
the Mitsubishi Research Institute 
has paid Si 3m (£3mj to distribute 
the software for three years. 
MRI's members include Toyota. 
Mitsubishi Heavy Industries, 
Toshiba and Matsushita. All will 
buy the software. Nippon Steel. 
Hitachi, Canon, Nissan and Fuji 
are already using it. 

But engineers looking far an 
easy ride to developing great new 
products should take note. Work 
so far shows that the better the 
knowledge of the engineer, the 
better the end result. 

“Garbage in always equals gar- 
bage out,” says Mr Zaal 

The author is news editor <4 UK- 
based Professional Engineering 
magazine. 
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and further customers world- 
wide are to be announced soon. 

Andrew Baxter 


Nylon tags to trace 
counterfeit goods 

Reliable methods to 
authenticate genuine goods are 
important in the fight against 
counterfeiting. A new tagging 
technique devised in the US is 
particularly difficult to 
duplicate. 

The technology, developed at 
the US Department of Energy’s 
Oak Ridge National Laboratory, 
labels products with tiny fibres 
of fluorescent nylon that can be 
“read" using a simple optical 
scanner. An enormous number 
of different tags can be 
produced, taking advantage of 
the range of ways in which the 
fibres can be incorporated into 
tiie product 

Tracer Detection Technology, 
based on Long Island, New 
York, is commercialising the 
tagging technique. It believes it 
can provide manufacturers 
with a customised label that is 
virtually Impossible to 
duplicate. 

Oak Ridge National 
Laboratory: US. tel 4235760226; 
www. omLgovInews 

Age-gap clue to 
sex of a first child 

The first-born child of a woman 
who conceives with a man 
much older than her is likely to 
be a boy. Bat if she conceives 
with a man much younger, the 
I first child is likely to be a girL 

This finding - reported in 
today's Nature journal - 
sounds like folklore. But 
scientists at the University of 
Liverpool in the UK have 
statistical evidence in its 
support from an analysis of 301 
families between 1911 and 1952. 

The findings help account for 
the increased proportion of 
male births during and shortly 
after periods of war. The 
Liverpool researchers found 
that in England and Wales, the 
age difference between husband 


and wife increased during and 
immediately after the two 
world wars. 

The Nature paper points out 
that among animaig. rank is 
often related to the sex of 
offspring. It also points to 
previous research that suggests 
that in human society, elite 
males tend to form 
partnerships with younger 
women and have more sons 
than daughters. 

The researchers do not know 
how the sex of first-borns is 
influenced In this way. But 
they suggest that women might 
be able to influence the 
mobility of sperm bearing X or 
Y chromosomes; or they might 
tend to have higher miscarriage 
rates of one or other sex. 

University of Liverpool: UK, tel 
(0)1517945026; e-mail 
jtmarmiq lio. ac. uk 

Accident location 
flagged up 

An inflatable, reflective “flag" 
has been launched as a safety 
device for sailors and 
mountaineers who need to 
indicate their location to 
rescuers after an accident 

The device, called Skystreme, 
will become airborne in light 
wind and hover 80ft above its 
release point, where it is highly 
visible and able to reflect radar. 
In an emergency, the device 
could also be used as an 
air-inflated splint to immobilise 
a broken limb or as a thermal 
vest 

Skystreme UK: UK tel ( 0)181 
560 6872; www.skystreme.uk.net 

Mussel In on 
medical tasks 

The extremely strong but 
stretchy threads that are used 
by mussels to cling on to rocks 
and ships could inspire a new 
approach to designing artificial 
skin and other biomedical 
materials, according to a report 
in Science journal. 

Researchers at the University 
of Delaware investigated the 
molecular s tru cture of the 
byssal threads used by mussels 
to tether themselves to 
surfaces. 

They say it Is the first known 
protein to have regions that 
resemble both collagen and 
elastin - which are themselves 
structural proteins. 

University of Delaware: US. 
3038316408; www.udeLedu! 
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Bunds buoyed by inflation data 


GOVERNMENT BONDS 


By Vincent Boland 
In London and John 
La bate in New York 

Government bond markets 
rebounded in active trading 
yesterday, helped by a 
strong performance from 
bunds and an early jump in 
US Treasuries. Most markets 
ended higher, with 10 -year 
spreads over bunds closing 
mostly unchanged. 

GERMAN BUNDS were 
buoyed by data showing a 
slowdown In infla tion, pre- 
liminary data for western 
Germany showed the con- 
sumer price index fell to an 
annual 1.8 per cent in Sep- 
tember. compared with 2 per 
cent in August. 

The data were interpreted 
as lesse ning the likelihood of 
any imm ediate change in 
German interest rates. UBS 


in Frankfurt noted in a com- 
mentary on the data that 
-the position of those hawks 
In the Bundesbank council, 
who had argued in favour of 
early tightening, has weak- 
ened substantially.” 

That was good for bunds. 
The December futures con- 
tract settled 0.27 higher at 
1Q2J£. having reached 103.05 
earlier. More than 192.000 
contracts were traded in 
London. The 10 -year bund 
yield is now close to 5.5 per 
cent, leaving some analysts 
wondering whether there is 
much room Tor further tight- 
ening in the short term. 

Phyllis Reed, international 
strategist at BZW. said that 
with US futures returning to 
highs last seen at the end of 
July, markets were “close to 
some significant resistance”, 
and needed a further 
US-inspired rally to break 
through those levels. 


UK GILTS followed bunds 
higher, with the December 
gilt contract settling up 7« to 
117*3. Nearly 49,000 contracts 
were traded and the yield 
spread over 10-year bunds 
ended unchanged at 121 
basis points. Dealers were 
looking to today’s auction of 
£1.5bn of 8 per cent 2021 
gilts, with cover expected at 
about two times. 

There Is little domestic 
news to provide direction for 
gilts in the short term, lead- 
ing some to suggest that the 
current gilt rally might be 
heading for a period of con- 
solidation. barring conver- 
gence plays. 

ITALIAN BTPs also 
firmed. The December con- 
tract settled 0.41 higher at 
112-25, close to the top of its 
trading range for the day. 
Investors are increasingly 
focused on welfare reform 
talks between the govern- 


ment and trade unions, the 

outcome of which is likely to 
have an important bearing 
on when the Bank of Italy 
can cut interest rates. 

FRENCH OATs shrugged 
off recent lethargy in the 
wake of the budget, with the 
December contract settling 
0.30 higher in Paris at 9931. 

US TREASURIES rose 
strongly in morning trading, 
before an afternoon auction 
of five-year notes. By midday 
the benchmark 30-year bond 
was H higher at 1002. yield- 
ing 6.330 per cent 

Shorter-term issues were 
also firmer, with the 10-year 
note up 4 to 1002 , yielding 
6.043 per cent, and the two- 
year note up ^ to 99$. yield- 
ing 5.767 per cent. Rumours 
of overseas buying of five- 
year notes was believed to 
be behind the lift in other 
securities, though overall 
volume was moderate. 


w We haven't had a lot of 
economic data for a while, so 
we're in a hit of a vacuum,** 
said Terrence Pigott, head of 
government trading at 
Daiwa Securities America. 
-The market is In a bullish 
mood from recent inflation 
numbers and now we have a 
lack of sellers,” he added. 

Today's release of durable 
goods orders for August and 
jobless claims may give the 
Treasury market further 
direction. 

Tuesday’s auction of two- 
year notes met disappointing 
demand, analysts said, but 
yesterday's auction of 
$11.5bn in five-year notes 
was expected to fore better. 

“The two-years are pretty 
expensive, but the flatness of 
the yield curve may be work- 
ing for the five-year," said 
Kevin Flanagan, money mar- 
ket economist at Dean Wit- 
ter Securities in New York. 


Kexim returns 
in D-Mark deal 


INTERNATIONAL BONDS 


By Edward Luca 

Korea's Export-Import Bank 
iKexim) yesterday returned 
to the international bond 
markets for the first time 
since the country was hit by 
a spate of bankruptcy wor- 
ries earlier this year. 

The agency, viewed as one 
of Korea’s proxy sovereign 
bond issuers in the absence 
of the Korean government, 
came to the market with a 
three-year DM50Qm offering. 

Analysts said the timing 
was related to the success of 
Korea Development Bank’s 
return to the markets this 
month. The success of the 
KDB bond, which has tight- 
ened on the secondary mar- 
kets. prompted Kexim to fol- 
low, said bankers. 


“It is a little bit of an 
adventure to come with Kor- 
ean credits to the market 
right now.” said an official 
at Merrill Lynch, joint book- 
runner with ABN Amro, in 
Frankfurt “But we did a lot 
of work to make sure this 
went well.” 

Nervous investors were 
reassured yesterday by the 
generous spread on the offer- 
ing, which was priced to 
yield 62 basis points over 
Libor at re-offer. This com- 
pared favourably with the 
spread of 20 basis points 
offered by Kexim on its last 
D-Mark denominated deal in 
February. In addition, the 
earlier deal carried a five- 
year maturity as opposed to 
yesterday’s three-year tenor. 

Bankers said the spread 
was decided on after exten- 
sive pre-marketing t alks 


New international bond issues 
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with inyestors. “The spread 
basically prices in the possi- 
bility that Korea will be 
downgraded by the credit 
rating agencies." said a syn- 
dicate official. 

Kexim has a credit rating 
of A1 from Moody’s and AA- 
from Standard & Poor's. 


“This deal is basically where 
a single A or triple B credit 
would be priced." said one 
analyst 

Elsewhere. BAYERISCHE 
LB, the Bavarian Landes- 
bank, joined the rush 
towards the short-end of the 
floating sector with a $500m 


three-year offering. An offi- 
cial at Nikko Europe, joint 
lead with CSFB, said the 
choice reflected the “cau- 
tious** sentiment in the mar- 
ket “Spreads have widened 
a lot in the last few weeks so 
we’re sticking to the short- 
end, “ he said. 


German, 
Austrian 
exchanges 
in talks 


By Graham Bouriey 

in Frankfort 

The Vienna stock exchange 
has asked Deutsche Bfirse, 
continental Europe’s biggest 
futures | • and . . options 
exchange, to. ran its share 
and bond .markets. 

The exchanges are in dis- 
cussions that could lead to 
the outsourcing of the Vien- 
nese market’s operation to 
the German exchange. 

* Vienna has asked ns 
whether we could put then- 
market on our system,” said 
Werner Seiffert, Deutsche 
Bfirse chief executive. How- 
ever, hie stressed that discus- 
sions were at' an early stage 
and no agreement had been 
signed. 

The move would extend 
the influence of Deutsche 
Bfirse in Europe’s financial 
markets following the Ger- 
man exchange's fink-op last 
week with its. French and 
Swiss co un terp arts . 

It is likely to be seen as a 
farther blow to the Loudon 
International Financial 
Futures . and Options 
Exchange, Europe's biggest, 
which is competing with its 
German - rival for market 
dominance ahead of Euro- 
pean economic and mone- 
tary union. 

The talks centre on the 
transfer of Vienna’s equity 
trading .to the Deutsche 
Bfirae’s new electronic trad- 
ing system,, doe. to be 
launched in November. But 
German officials said bond 
trading could also be trans- 
ferred. 

Mr Seiffert said Vienna's 
cash market trading would 
be the first to be moved to 
the German sy s tem, and its 
derivatives market could 
soon follow. 

The move Is likely to 
reduce sharply trading costs 
an die Austrian exchange. 


Record issue from 
Credit Lyonnais 

££ EfSS. 1 ws' -iss 5E(g? 

meat de Restructuration, a state-backed entity set up in 
1S95 to help rescue Grddit Ly onnais . 

The bank is losing money on the RFrl^bn loan to 

EPFR. but by securitising part of it, credit Lroiumb iwfll 

reduce the financing gap and 

to investors. Last year CredltLyranais 

first FFrtObn tranche of the EPFR loan, in a fransartian 

called Cyber-Val 06-97. That deal, however, whit* was 

already the world’s largest bond issue, came In four 

TSSal purpose vehicle called Cyber-Val 0M7 is beta* 

set up for the new issue. This transaction wifi be 

launched in a single tranche. J-P. Morgan and Merrill 
7 iym* . the lead managers, wifi, price the deal today. 

Several French banks boycotted the Cyb^Val syndi- 
cate 1ggt year, complaining they had been offered msuit- 
TT»pfry small” amounts to sell to clients. . , _ . 

■ J Scuner Iskxmdar, Pans 


■ LIFE ASSURANCE 

Hannover Re to securitise risk 

Hannover Re, the German-based reinsurer, plans to trans- 
fer to the capital markets the costs of generating new life 
assurance sales, in a move that would take the insurance 
Industry into unfamiliar territory. 

Several insurers have already begun to securitise insur- 
ance risk. In June, USAA sold $400m of “catastrophe 
bonds" to spread tire risk of taking a direct hit from a hur- 
ricane on the US eastern seaboard. However, such trans- 
actions have- been restricted to natural perils and other 
conventional risks. It is thought Hannover Re would be 
the first to spread life assurance risk in this way. 

The company is considering asking institutions for 
letters of credit totalling DM1 00m, which would be drawn 
on if future losses were higher than a predetermined 
level. Hie institutions would receive cash if losses were 
lower. Christopher Adams, Insurance Correspondent 

■ SECONDARY OFFERING 


Dassault Systemes shares priced 

Dassault Systemes, the French computer software devel- 
opment company, yesterday priced a secondary offering of 
3.07m existing shares. These will be sold to investors at 
FFr380 for every share listed on the Paris Bourse, or 
$63fi6 for each USTisted American Depositary Share. Each 
ADS, fisted on Nasdaq, represents one underlying French 
share. Half of the shares are being sold by IBM, the other 
half by former shareholders of SolidWorks, which was 
merged into Dassault in July. Samer Iskandar 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Red 


BH EH Dq ehgWk chg Moran Year 


AuatraBa 

03/89 

6250 1Q22T67 

4.07 

+0.04 

+0.01 

-0*6 

-223 


10/07 

10.000 128^132 

an 

+034 

- 

-0.72 

-1.77 

Aoatrta 

09/99 

7200 105.1300 

424 

-037 

4001 

_ 

+0*3 


07/87 

5.625 1002000 

535 

-03* 

-0.06 

-020 

-037 

Safe turn 

04/09 

7.000 1043800 

437 

-03* 

+035 

+035 

+0*3 

03/87 

6260 104.7200 

530 

-034 

-037 

-022 

-a 75 

Crawtfe 

03/99 

4300 992600 

433 

-a 02 

+0.06 

♦0.14 

-035 


08/07 

7250 110.7800 

5.76 

- 

-031 

-029 

-1*8 

Danmark 

12/39 

6300 1023200 

*31 

-034 

-0.02 

_ 

+034 


11/07 

7300 1083600 

636 

-0.04 

-039 

-0.17 

-132 

Attend 

01/99 

11300 1063100 

*36 

-036 

+032 

+0.16 

-an 


04/08 

7250 1102860 

5.89 

-036 

-0.11 

-025 

-120 

France 

11/99 

73001053300 

437 

-035 

-001 

-034 

-a« 


10 W 

8.750 109.8700 

539 

-003 

-0.03 

-0.14 

-037 


10/07 

5300 1003800 

5*5 

-033 

-0.04 

-0.17 

-0.74 


10/25 

6300 86.6200 

aio 

-033 

-035 

-023 

-037 

Oarmny 

oared 

3300 992800 

333 

-034 

_ 

-035 

+030 


07/0* 

6.750 1 09.0300 

6.14 

-033 

-0.05 

-021 

-a Be 


07/07 

8300 1033900 

551 

-004 

-036 

-021 

-03* 


07IZT 

6300 10**600 

6.17 

-002 

-03* 

-025 

-are 

Ireland 

0*80 

6250 101.151X1 

5*1 

-032 

-032 

-037 

-138 


08/06 

8300 113.4600 

630 

-002 

-0.11 

-0.46 

-1.18 

ttfey 

05/00 

6300 1013200 

525 

-008 

-02* 

-031 

-238 

05.82 

8250 1033200 

630 

-036 

-020 

-0.71 

-231 


07/07 

6.750 105.0900 

835 

-03* 

-a 19 

-032 

-235 


11/26 

7250 1083000 

&B3 

-034 

-023 

-036 

-2.71 

Japan 

oares 

4300 107.4300 

0*6 

. 

-031 

-0.10 

-033 


12/02 

4300 1183700 

1*3 

-031 

-034 

-0.13 

-0.78 


09/05 

3300 1073100 

130 

- 

-032 

-0.11 

-037 


03/17 

3300 110.1400 

232 

- 

-031 

-037 

-034 

Nettierirawfe 

06/99 

7300 1053200 

436 

-034 

-031 

-035 

+0*7 


02417 

5.750 101.9600 

5*7 

-034 

-036 

-0.18 

-033 

New Zealand 

02/00 

6300 903780 

637 

-033 

-0*2 

-QftS 

-1*1 


11/06 

8300 1093506 

627 

+003 

-023 

-030 

-132 

Norway 

01/99 

9300 1053700 

*28 

-034 

-035 

-031 

-137 


01/07 

6.750 1063000 

531 

-032 

-032 

-032 

-123 

Portugal 

03/83 

8300 1043378 

*33 

-036 

-0.16 

-036 

-224 


02417 

6.625 1043877 

537 

-032 

-0.12 

-0*2 

-an 

Spfen 

07/99 

7.400 1043431 

4.74 

-033 

-O.IS 

-0.45 

-232 


03/07 

7250 1KL4206 

538 

-03* 

-0.13 

-0*7 

-221 

Sweden 

01/99 

11300 1073860 

4.76 

-033 

-037 

-0.15 

-123 


08/07 

6300 112.6670 

624 

-032 

-0.1* 

-035 

-138 

Swttzartond 

03/99 

4.000 1032500 

1.70 

-035 

-033 

♦037 

-039 


06/07 

*300 1073000 

332 

- 

-0.03 

-QJB 2 

-035 

UK 

oares 

8300 983313 

634 

-033 

+036 

- 0.19 

♦034 


11/04 

6.750 1003000 

836 

-OO* 

-038 

- 0*4 

-0.7B 


12/07 

7250 104.7500 

8.60 

-035 

-CL12 

-032 

-131 


WV21 

8 000 1173313 

633 

-03* 

-0.12 

-031 

-130 

US 

07/39 

5.875 100.1170 

530 

-033 

- 

-0.18 

-032 


05/04 

7250 1083360 

633 

-0.0* 

-033 

-034 

-0.48 


06/07 

B.125 1005*70 

6.05 

-03* 

-034 

-03* 

-0.70 


oa/27 

8275 100.5310 

633 

-0.05 

- 0.00 

-034 

-035 

ECU 

cores 

5300 1003000 

4.48 

-0.04 

-031 

-0.08 

+0.11 


04/07 

5300 983600 

5.69 

-0.03 

-036 

-029 

-0.76 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATH=) FFr500300 



Open 

ScUprica Orange 

Hi* 

Low 

EsL voL Open frt 

Dec 

99.60 

0934 +030 

9934 

9938 

7306 

137.740 

Mar 

383a 

9932 +030 

9928 

9838 

1380 

4.330 

Jun 

906* 

9836 +020 

906* 

88.64 

2 

- 

■ LONG TERM FRENCH BOND OPTIONS (MATJF) 





Strike 

Price 

Oct 

- CALLS - 
New 

Dec 

Oct 

— PUTS - 
New 

Dec 

96 

. 

. 

337 

- 

031 

035 

97 

234 

- 

278 

• 

aos 

ai4 

SB 

1.65 

1.75 

132 

031 

0.12 

029 

96 

0.66 

096 

1.19 

032 

022 

056 

100 

035 

039 

0.84 

0*1 

0.75 

039 


Ett VOL. total. Can 10379 Puts 10291. "tWcns day* epen n. Cafe 67.799 Puto 87,34 . 

Germany 

■ NOTIONAL GERMAN BUND FUTURES {UFFEJ* DM250300 lOObra of 100% 



Open 

Sett price Change 

rtgh 

Low 

EsL vd Open sit 

Doc 

10287 

10235 +027 

103.09 

10239 

196980 

273718 

Mar 

10138 

1021* +021 

10215 

10135 

3289 

2248 

■ BUND 

FUTURES OPTIONS (UFFE) DM250300 points of 100% 



Strike 

Price 

Nov 

Dec 

CALLS " 
Jan 

Mar 

NOV 

Dec 

PUTS — 
Jan 

Mar 

10260 

0.77 

037 

0.7* 

1.06 

032 

032 

1.10 

1*2 

10300 

0*7 

039 

035 

OB* 

032 

0.74 

1.41 

1.70 

103S0 

026 

0*8 

039 

036 

0.81 

131 

1.75 

232 

Est toL total, orn 16847 Pula 23341. Prefeas day's open mt. Cafe 108*14 PUm 11119* 


■ NOTIONAL GERMAN BUND (BOBL) RJTUHES 
tDTB> DM250300 1002a at 100% 



Open 

SeBprice Change 

Hltfi 

Dec 

104.13 

104-31 

+0.13 

104.33 

Mar 

Italy 

10334 

10336 

+038 

103.58 


Low Eat vol Open Irn. 


246 


1.472 


■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

CUFFE)” lira ZOOro IQOtts C< 100% 

Open Sett price Orange High Low EsL w* Open art. 
Dec 11138 11235 +0.41 112.32 11164 54751 118094 

Mar 112.10 *0.38 0 960 

■ ITALIAN SOW. BOND (BTT3 FUTURES OPTIONS flJFE) Lra200m 1009 b rf 100% 


CALLS 


PUTS 


Strike 
Price 
11200 
11250 
11800 

Eat voL total. Ctte 3402 Puts 1681 Previous Cay's open mt_ Cafe esJW Rj*a £SQ8 


Dec 

Mar 

Dec 

Mar 

1.18 

1.74 

033 

1.64 

091 

130 

1.18 

130 

089 

128 

1.4* 

218 


London dosing. Maw Vorii rnd day. 

Vends- Local nxartwt «sidonv*flnuMi9a<l ywld testa. 


Soiree Meraethre Oata/FT Mxmotnn ■ NOTIONAL SPANISH BOND FUTURES (MEFF1 


10 YEAR BENCHMARK SPREADS 


Dec 


Open 

103.72 


Sett price Change 
104.10 *035 


High 

104.14 


Low 

10333 


EsL vd. Open Pit 
89303 76370 


Saw S« 

Bid 

Yield 

Surfed 

•n 

Binds 

Spread 

T-eoncfa 


a«s 

YWd 

SorwJ Spread 
w ea 

Bunds T-Bonds 

Ausr&fei 

0.11 

+030 

+006 New2aalend 

657 

+106 

+022 

Austria 

5£5 

*0 04 

-050 Norway 


681 

•030 

-02* 

BeJgajm 

553 

+OW 

-0*6 Portugal 


537 

•0*8 

-008 

Canada 

578 

•025 

-029 Spfei 


5.M 

-0 37 

-017 


GOG 

+055 

+Q01 Sweden 


624 

+073 

+0.19 


5.69 

-0.18 

+OJ8 Srefeurtind 

352 

-1*9 

-223 

Francs 

5*5 

-0.06 

-060 UK 


OBD 

•1J09 

-055 


551 

- 

-054 US 


005 

-054 

“ 

Inland 

6 00 

+040 

-005 ECU 


560 

*018 

-OJ8 

Italy 

605 

+054 


Source; nersetha Oao/FT litomanon 

•t^wn 

130 


Union didng. 

■ Now Y«li ctaama. 

Netfiorwwa 

5*7 

-00* 

-OS8 Amrafsod y*dd 

bores. 



EMERGING MARKET BONDS 











Day’s 

Mth’s 

Sord 


Bed 


S&P 

Bid 

Bid 

chge 

chge 

vs 

Sep 24 

date Coupn 

Raring 

oriee 

yratd 

yid 

yfcl 

US 

■ EUROPE 








Croatia 

02/02 

7.000 BSB- 

96-3083 

7.43 

-0.03 

-0.15 

+1*5 

Roland 

07/00 

7 750 

BSB- 

1023303 

e.s5 

+0.09 

-015 

+0.70 

Russia 

11/01 

9250 

BB- 

1032861 

827 

-0.03 

-035 

+235 

■ LATIN AMERICA 








Argentina 

01/17 

11375 

BE 

1162079 

9.50 

♦0.05 

+0.01 

+3.31 

Brazfl 

11/01 

8375 

BS- 

1032442 

738 

-003 

-0.01 

+196 

Mexico 

01/07 

9375 

BB 

1073556 

831 

-007 

-028 

+2.56 

■ ASIA 









China 

07/06 

7.750 

BBB* 

104.6811 

7.01 

-0.03 

+028 

+037 

Philippines 

lore 

8.750 

BB* 

1003645 

8.71 

-003 

-007 

+2.53 

Thailand 

04/07 

7.750 

A- 

99 5999 

730 

-008 

+072 

+ 1.75 

01 AFRICA/MIDDLE EAST 







Lebanon 

07/00 

9.125 

BB- 

1033568 

7.66 

+0.05 

-0.18 

+131 

South Africa 12/99 

9.625 

B8+ 

105.6634 

621 

-002 

-009 

+1.03 

Turkey 

05/02 

loom 

B 

104 .9024 

829 

-0.03 

-007 

+3.71 

■ BRADY BONOS 








Argentina 

03/23 

5300 

BB 

75.9864 

822 

-008 

+133 

+134 

Brazil 

04/24 

526Q 

B8- 

733428 

8.43 

- 

♦1.70 

+2.14 

Mexto 

12/19 

6250 

BB 

802766 

725 

-0.03 

-050 

+1.63 

Venezuela 

03/20 

6.750 

B+ 

883890 

7.86 

-003 

-0.94 

+1.63 


UK 

■ NOTIONAL UK GOT FUTURES [UFFE)- £50000 32nds ol 100% 

Open Sett price Change High Low Est vd Open int 
Sep 118-06 118-13 *0-08 118-12 1 IB-06 610 2674 

Dec 117-21 117-30 +0-08 118-02 117-20 50624 173382 

_ ■ LONG GO.T FUTURES OPTIONS flJFFEJ £50.000 64ths at 100% 


Strike 

Price 

Nov 

Dec 

CALLS “ 
Jan 

Mar 

Nov 

Dec 

PUTS — 
Jen 

Mar 

117 

1-24 

1-43 

1-50 

2-18 

0-28 

0*7 

1 -C2 

1-34 

118 

0^2 

1 -OB 

1-17 

1*7 

0-56 

1-12 

1-33 

1-63 

118 

0-26 

0*5 

0-55 

1-19 

1-30 

1*9 

2-07 

2-35 

Era. wt tout Cfe 229* Pins 1200 Prertaa day’s ocren *+u Ctea 33753 Pus> 2346S 


Ecu 

m ECU BOND FUTURES (MATIF) ECU 100300 


Dec 


Open 

3824 


Sen price Chtnge 
98.40 +0-14 


High 

98.40 


Low 

98.18 


Est voL Open mt 
1396 5376 


SaKrHndMhW/TWaiWai 


US 

■ US TREASURY BOND FUTURES (CBT) 5100300 33nd3 of 100% 

Open Sett price Change t-6gh Low Esc vd. Open InL 
Dec 115-18 115-17 -0-0 1 116-32 115-1* 2073*9 575369 

Mar 115-06 115-07 -0-31 115-11 115-05 927 36390 

Jin - 114-29 < 2.109 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 

(UFFE) VI 00m lOOdra ol 100% 

Open Close Change High Low EsL vd Open M. 
Dec 12736 12838 127.97 3*9Z fra 

Mar 127.05 127.09 127.05 17*6 na 

’ L*VE tatms «fao nM on APT. M Open Wot* Bgs. an tar pwon t tar 


US CORPORATE BONDS 


Sep 23 


Red SAP 
dote Coupn Rating 


Day's mb's Sptri 
Bid ' Bid ctije chge v 
price yWd yfd yW Govts 


637 +032 -3.19 +036 

736 +003 -3.30 +088 

636 +032 -023 +3.68 

T 154008 836 +032 -029 +UA8 

&45 +033 -020 +0.44 

634 +032 -029 +3.7B 

icn.1438 6.14 +032 -3.03 +032 

101.6980 631 +0.02 -021 +030 


Pec Bel 

07/02 

725 

AA- 

1033199 

NY Tel 

08/25 

730 

A+ 

963755 

ONE 

05/08 

B.00 

BBB 

10738*7 

JfflNANClALB £• 


GECC 

05/07 

8.75 

AAA 

115*098 

Bate One 

08/02 

725 

A+ 

1032655 

US West 

01/D7 

730 883+ 

103.0492 


BENCMWARK EUROBONDS 

Day's MWa Spraaa 

Red S&P Bid ■ Bid d«e chge v 

Sep 2« ' date Capon Rating . price yid yfe ytd Govts 

ism 


BB 

(007 

5.750 

AAA 1012700 

537 

- 

-0.18 

+006 

Spain 

01/07 

5250 

AA 1013000 

630 

-034 

-020 

+039 

FhBp Monte - . 

03/04 

5375 

A 992600 

051 

-032 

-016 

+037 

.ABNAmro. - 

03/06. 

3326 

itte 993812 

6*3 

-033 

-024 

+014 


Aueete 

01AJ4 

5300 

AAA 1022700 

537 

-033 

-011 

-002 

Abbey Net 

0204 

6300 

AA 10*15700 

5-14 

-035 

-013 

+035 

Cred Tender 

02/04 

9.125 ’ 

A 1193800 

5*4 

-034 

-015 

+035 

Abbey Nat ' 

09/08 

4310 

AA r 101-7768 

427 

-033 

-132 

-1.06 


04/99 

05/02 

06/21 


625 A- 
6.75 AA 


WMX Tech 
WaJ Mari 

Dayton Hud 08C1 9.70 BSB+ 1263227 730 +033 -033 +032 


HB 02/07 7300 AAA .108.7000 634 -035 -052 -031 

Abbey DM ' 02/02 8300 AA 1043000 533 - -037 +031 

WaftDtanqr . . 0600 8328 A 1072600 ’ 538 -035 -03« +038 


FHLMC 

04/07 

7,14 

N/A 

105*348 

626 

SLMA 

03AX) 

730 

N/A 

103*845 

526 

FNMA 

02/18 

835 

WA 

1243922 

6.75 

FFC8 

06/D6 

835 

N/A 

1172818 

623 

kraoHinao 

v.V-- 

-- *- 

KSS 



Stone Cent 

02/01 

938 

8 

1022500 

n nn 

AK Sri 

12AJ1 

9-13 

B8- 

1063000 

030 

PBcatta 

0BC4 

10.75 

B— 

1043000 

OOO 


BB 

.■12/07 

7JB2S 

AAA 1053135 

835 

-035 

-032 

+025 

DreodnerBk 

12/07 

7250 

AA 1033468 

724 

-036 

-030 

+024 

RB3 

01/07 

8275 

A* 1062734 

7*1 

-035 

-051 

+031 

Abbey Net 

0002 

7*00 

AA 992723 

672 

-033 

-079 

+033 




Mn yaieWg. 

O rande d A Poor's rfftaps. Yfekfe Sflrr*jnrael testa. 


US INTEREST RATES 


Souok htnafe DfefePT fetaneariafe 


Latest 

Pitoota . 


Traaaray BRk and Bond VMds 

Oeamondl - Ifeayar — — 578 

8 >z Teo mat Tfeaa jaar 535 

7t» Three ■oata AM Rraper — BJB 

6*1 Sh reorth 5.ir 16yaar . BOB 

- amjm 5.45 SHraer 83* 


BB ... 

,04/07 

7250 

AAA 1052991 

8*4 

-033 

-024 

4039 

ABN Amro - 

06/07 

7.125 

AA- 1022658 

5.70 

-034 

-024 

+035 

Quebec 

21/07 

7300 

A+ 102.1839 

638 

-033 

-034 

+083 

cutup • 

oaw 

5781 

A+ 993981 

530 

-036 

-009 

-021 


r® 




3ft 

Boyar L-Bk . 

06*0* 

9200 . 

AAA 1202045 

534 

_ 

-028 

+ 0.18 

Toronto 

065)4 

8200 

AA+ 1142216 

538 

. - 

-028 

+019 

MCndi. 

CTree 

10325 

A+ 1100798 

*32 

-031 

-043 

-022 

Datetete 

08/02 

6375 

AAA 1023393 

5*0 

- 

-012 

-038 




feumra 


UK BONDS 


FTSE Actuaries Qovt. Securities 

puce IncSces Wad Da/a ' Tua Aecroed * xd a4 

UN 08ta' Sep 24 change % Sap 23 Warast ytd 


WdridBank 

0&C2 

6250 

AAA 117*500 

123- 

-UQZ 

-0.14 

Spain 

035)2 

6.750 

AA 1192015 

131 

OT- 

-017 

Crred Fonda 

085)2 

4750 

' A 1132589 

1.78 

OT- 

-OOS 

buy 

07/92 

0703 

AA 1009830 

0.12 

- 

-OOI 


Lo ndon^ frg. . Soucer Inwactlve DeteFT I nta uiu n 

Stexted & Poaria raHna*. Yfekfe Local nrariot atexted/Anmafead bada. 


- Low conpos yMd--Mec8um ooupon yield — 


UK Indices 

«gh coopon yield - 


1 

Up to 5 years (19) 

119.78 

038 

11827 

138 

• 821 

3 yra 

627 

070 

724 

878 

880 

729 

883 

884 

725 

2 

5-15 years {21 J 

157.17 

. 0.19 

15837 

8.14 

831 

15 yrs 

621 

824 

833 

883 

626 

804 

872 

872 

803 

3 

Over 15 years (4) 

19023 

tide 

18074 

7.18. 

739 

Myra 

' 621 

864 

813 

860 

883 

814 

871 

871 

812 

A 

frredewbtea (4) 

25423 

-003 

25*30 

4.18 

9.35 

IrrreOt 

6.71 

870 

815 







5 

AB stocks (4Q 

15056 

0.18 

15032 

335 

827 












Sep 24 Sep 23 Yr. ago 


— Inflation 10% — 
Sep 24 Sap 23 W. bqo 


20720 

006 

207*7 

074 

522 

Up to 5 ya 

3*8 

3*7 

236 

2.75 

2-75 

20634 

0.18 

20817 

129 

4.70 

Over 5 yra 

326 

327 

338 

3.15 

816 

20538 

ai7 

20523 

132 

4.72 
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Tietmeyer and Mr Yen halt dollar 


MONEY RATES 
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MARKETS 


By Simon Kuper 

The D-Mark and yen rose 
against-, the dollar yesterday 
after two of the strongest 
voices in the foreign 
exch a n ge market "spoke out 
Iot their cur rencies 
Hans Tietmeyer, Bundes- 
bank president, told the 
- FJensburger Tagebloit, a 
small German local newspa- 
■ per, that Germany would do 
all it could to ensure that 
the D-Mark did not fall 
against other major curren- 
cies: “A depreciating D-Mark 
is not right for us," he said. 
The currency jumped 2.3 
pfennigs against the D-Mark 
to close in London at 
DM1.772. The Bank of France 
was. said to have bought dol- 
lars at DMJL7715. 

: Eisuke Sakakibara. 
Japan’s vice minister for 
international affairs who is 
known to traders as Mr Yen, 
said this weekend’s Group of 
Seven communiqod on cur- 


rencies was “dearly a strong 
message on exchange rates, 
especially the dollar/yen 
rate". This remark was 
taken to mean that the com- 
munique had called for a 
halt to the yen's slide. The 
currency Jumped Y3 after he 
spoke, but later softened 
somewhat to close in London 
at Y120.0 to the dollar, Yi.5 
above Tuesday’s close- 
Currency strategists said 
that both Mr Tietmeyer and 
Mr Sakakibara were reacting 
to the rise in the dollar that 
had followed the weekend’s 
G7 meeting in Hong Kong. 
They said the comments 
showed that Japan and Ger- 
many wanted to keep the 
dollar within tight ranges of 
about Y115-YI20 to the yen 
and DM1.75-DM1.80 to the 
D-Mark. 
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Franz-Christoph Zeitler. a 
Bundesbank council mem- 
ber, further supported the 
D-Mark when he said he 
expected the foreign 
exchange market to take 
increasing note of improving 
German economic funda- 
mentals. He also said that 
yesterday’s tame west Ger- 
man consumer price data for 
September gave no “all 
clear" signal on inflation. 
Belief has gathered in recent 
weeks that the German econ- 
omy is recovering and that 
prices are starting to rise. 
Paul Lambert, senior cur- 
rency economist at UBS in 
London, pointed to strong 
gross domestic product data 
emerging from Finland, 
Ireland and Spain. He said: 
“Even French consumer 
spending has got stronger. 
Europe is recovering.” 

Sterling fell with the dol- 
lar. dropping 3.8 pfennigs 
against tbe D-Mark to 
DM2.857 and closing barely 
changed against the US cur- 
rency at $1,613. 
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■ There are same similari- 
ties between events tbis 
week and those that fol- 
lowed the G7 meeting in 
April - but only some. Then, 
as now, the G7 made a state- 
ment calling for the dollar’s 
rise to stop. Then it stood at 
about Y126 to the yen: this 
weekend, it was at about 
Y122. 

Then. as now. the market 
initially ignored the state- 


ment and sent the dollar 
higher. But then, as now, 
various officials said that tbe 
statement was a strong one. 
Then, as now. concern about 
Japan's growing trade sur- 
plus was a key issue. 

In April the comments 
struck the dollar, which fell 
Y12 in a fortnight. Now, 
however, most currency 
strategists believe that a 
sharp dollar fall is unlikely. 
Paul Meggyesi. senior cur- 
rency economist at Deutsche 
Morgan Grenfell in London, 
points out that in April 
Tokyo officials could credi- 
bly threaten traders with a 
Japanese interest rate rise. 
Now Japan's economy seems 
mired and few expect a rate 
increase before New Year. 
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■ The dollar. D-Mark and 
yen continue to move 
sharply on a day-to-day 
basis, but they remain 
within defined ranges. The 
strong US economy is buoy- 
ing the dollar, but Japanese 
and German officials are 
stopping tbe currency &om 
soaring. Margaret Thatcher 
may have said that you can- 
not buck tbe markets, but 
when it conies to tbe dollar, 
yen and D-Mark, the mar- 
kets rarely buck govern- 
ments. Mr Lambert says the 
market would require a 
strong trigger to break the 
established ranges. He says 
that moves are so sharp at 
present because investors 
have no dear view of the 
future direction of the main 
currencies. “People don't 
have confident positions at 
the moment.” he says- So 
when an exchange rate move 
goes against them, they 
quickly cut their positions, 
exacerbating the move. A 
rate rise somewhere might 
change the picture. 
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2.5 363435 

2 1 67098 

2.6 53538 

2 3 5.9176 

26 1 7601 

-53 281215 

0.6 1 4719 

-)2 173433 


23 12.1714 
23 35.655 
2.1 6.6029 

2.7 516 

2.4 5809 

26 1.7251 

-43 290385 
03 1-4723 

-VI 1737 65 


25 

368485 

25 

35.655 

25 

13823 

26 

18445 

2.4 

7.1461 

24 

73344 

02 

180.07 

02 

1788 

04 

149805 

06 

148.13 

1.4 

75392 

15 

7.4552 

4.4 

14407 

4.4 

18952 

15 

16063 

1.5 

15902 

-1.6 

1 1119 

-1.7 

1.1274 

2.7 

18797 

2.5 

18591 

-165 

8.1495 

-165 

936 

05 

1.3849 

0.7 

18765 

-0.1 

7.7407 

-0.1 

7.743 

-18 

36.6475 

-4.7 

3786 

52 

118435 

5.1 

114.135 

-15 

3356 

-18 

3386 

-00 

1.5688 

-08 

15789 

-02 

3.7523 

-02 

3.7569 

1.4 

1507 

15 

14875 

-104 

48105 

-102 

5.113 

-0.5 

28.6215 

-08 

28.714 

■14.7 

374 

-12.7 

38.63 


24 1019 

23 1013 

21 103.1 

24 80.7 

2.4 1043 
26 1023 

-38 64.7 
0.1 

-05 7S3 
23 1015 

25 10V1 

22 987 
D.7 92 A 
0 3 785 

1.4 872 
42 106.0 
1.4 1018 

-78 


2.1 845 
-157 

- 1068 


■ THREE MOKTH EURO MARK FUTURES (UFFE) - DM 1m points at 1009b 


Open Sett price Change High Low Esl vol Open inf. 

Dec 96.44 96.47 *0.03 96.49 96.44 45973 289478 

Mar 9832 9625 *0.D4 963B 9622 55645 291410 

Jim 95.98 9603 +005 96.05 95.98 63467 245878 

Sep 95.79 9583 *0.04 95.87 95.79 21946 175096 

■ Oil MOUTH EUROMARK FUTURES (L1FFE)* DM3ffi points ol 100% 

Open Sett price Change High Low Est vol Open int. 


Oct 

96.75 

. 

0 

265 

Nov 

96.67 

+0.01 

0 

GO 

Dec 

96.46 

+0.03 

0 

730 

Jan 

96.55 

*0.03 

0 

50 


■ THREE MONTH EISIOIJRA FUTURES (UFFET LI 000m points oi 100% 



Open 

Sen price Change 

Kgh 

Low 

ESL vol 

Open Int 

Dec 

94.02 

94.05 

-032 

9437 

93.98 

17750 

98882 

Mar 

94.68 

9475 

+003 

94.77 

94.65 

30123 

89807 

Jtre 

95.05 

95.12 

+0.06 

95.16 

95.01 

10642 

73202 

Sep 

66.09 

B5.19 

+0.0? 

9622 

9537 

7766 

61769 


■ HRS MONTH EURO SWISS FRANC FUTURES flJFFE) SFflm poirna ol 100% 


08 92.7 

ao 

-4.5 

48 128.1 
-1.4 



Open 

Sen price Change 

High 

Lav 

Est. vol Open int 

Pec 

9626 

9826 

+0.02 

9829 

9024 

9401 

73883 

Mar 

98.05 

98.06 

*032 

98.09 

9632 

5768 

37920 

Jun 

9781 

9781 

+0.02 

9784 

97.77 

7223 

20434 

Sep 

97.80 

97.61 

+0.01 

97.65 

97.60 

947 

11357 

N THREE MONTH EUROYEN FUTURES (UFFE) YlOOtn points of 100% 


Open 

Sed price Change 

High 

Low 

EsL vol Open art. 

Dec 


9942 

-0.01 



0 

na 

Mar 


9940 

. 



0 

na 

Jun 

9985 

9985 

+0.01 

9985 

9985 

800 

na 

N THREE MONTH ECU FUTURES (UFFE) Eculm points oM00% 



Open 

Sett price Change 

High 

Low 

Est vol 

Open Jrtt. 

Dec 

95 59 

9589 

+0.03 

95.60 

95.58 

813 

12008 

Mar 

95.52 

9585 

+005 

95.56 

9582 

502 

8315 

Jw 

9545 

95.48 

+0.05 

9548 

95.45 

190 

3972 

Sep 

95.42 

95.44 

+036 

95.43 

9542 

76 

4397 


* UFFE funnrc abo traded on APT 

■ EUROURA OPTIOIIS (UFFE) LI 000m points ot 100% 


thaw oafy gw M Ana dackite ptrcaa. Fenrenl ran* an not teeaSy a«tsd e> iha rartet 
Klby the Bp* at EngtexL Brea eieiya 1990 a 100- Mn nbared 1/1/95. Bkt 09er and 
TIE WIM8ITBI8 CLOSING SPOT RATES. Some nteure me muxM W F.T. 

IWM ■ hflpVSmrebJT«ora 


t SOR rate per S (or 9ep 23. BUtAr mreate in the Dots Scoi able show onTy the last three decanal placed Forward rates are not tflrecfir 
quoad a me mtaui but are hnpiad by curanr weresi ratoc. UK. Ireland a ECU tn quoted m US ewieney. J.P. Morgan nammw «4»s Sep 
23- Baae euarepa iBBOalDO. 

The exchange rare ported in iMe table are stto avaiabie on the tmerner m hnprf/wwwJT xom 


Strike 

Price 

Dec 

- CALLS 
Mte 

Jun 

Dec 

- PUTS - 
Mar 

Jim 

9400 

0.17 

080 

1.16 

012 

005 

004 

9425 

0.07 

089 

085 

027 

039 

0.08 

9450 

002 

041 

0.74 

047 

0.16 

0.12 


&L voL mew. Core 7SS7 Pin* 4413. Previous dayls open oil. CaDe 148102 Putt 57788 



CROSS RATES AND DERIVATIVES 


Beigaan (BFr) 

Denmark (DKr) 

France (FT*) 

Qtemany (DM) 

Ireland 6Q 

Italy W 

Krfihertande. (FI) 
Norway (NKr) 

Portugal (Ea) 

Spain (Ptaj 

Sweden (SKr) 

Swftzeriand (SFr) 

UK (0 

Canada (CS) 

USA <S) 

Japan-; ■ (Y) 

Ecu 


L 

B 

NKr 

Es 

Pta 

SKr 

SFr 

E 

CS 

S 

Y 

Ecu 

4729 

5455 

19.66 

4923 

408.8 

2086 

8983 

1896 

3.796 

2.734 

3200 

2469 

■yiifil 

c3W 

2858 

1086 

267.1 

221.7 

1120 

2.1 BO 

0818 

2.058 

1.483 

177.B 

1.339 

2906 

3851 

1238 

302-6 

2512 

12.70 

2447 

1842 

2332 

1380 

2013 

1317 

9762 

1.126 

4.058 

101.7 

8440 

4268 

0.822 

0350 

0784 

0564 

87.70 

0310 

2549 

2840 

1059 

2853 

2203 

11.14 

2-147 

0814 

2-046 

1.474 

1783 

1.331 

100 

0115 

0418 

1042 

8346 

0437 

0.084 

0036 

0060 

0058 

5836 

0052 

8668 

1 

3.004 

90.31 

74.95 

3.788 

0.730 

0311 

0696 

0301 

60.13 

0453 

2406 

2.775 

10 

2508 

2000 

1061 

2.026 

0363 

1831 

1391 

1668 

1256 

9600 

1.107 

3890 

100 

8380 

4.195 

0309 

0344 

0.771 

0355 

06.58 

0301 

1157 

1834 

4808 

1203 

100 

5854 

0.974 

0415 

0829 

0669 

8022 

0.604 

2288 

2840 

9312 

2304 

1978 

10 

1.927 

0321 

1337 

1323 

1507 

1.195 

1187 

1370 

4835 

123-7 

1028 

5.188 

1 

0.426 

0.953 

0686 

8234 

0620 

2788 

3217 

1139 

2903 

241.1 

12.19 

2349 

1 

2239 

1.813 

1934 

1456 

1246 

1,437 

5.178 

1208 

107.7 

6443 

1849 

0447 

1 

0720 

8639 

0.650 

1729 

1895 

7.109 

1802 

140.5 

7358 

1457 

0.620 

1389 

1 

120.0 

0803 

1442 

1.663 

5893 

1502 

124.7 

6301 

1214 

0317 

1.158 

0334 

100 

0753 

1915 

2209 

7860 

1993 

168.6 

8388 

1813 

0887 

1.537 

1.107 

132.8 

1 




Bj mm 

Open 


Change 

High 

Low 

Eat vta 

Open mt 


Open 

latest 

Change 

Hl(* 

Low 

Est. vol Open int 

Dec ■ 

-• 03607 

03672 

+0.0005 

03681 

03600 

29222 

55379 

Dec 

08288 

08437 

+08138 

0.8460 

08260 

15253 

75891 

Mjr 

05706 

05704 

+00067 

03706 

05704 

. 116 

2288 

Mar 

064 00 

08562 

+0.0152 

03562 

06331 

17 

7B3 

Jun 


03666 


- 

- 

38 

2313 • 

Jun 

- 

08522 

- 

- 

“ 

112 

165 

• SWISS FRAMC FUTURES (IMM) SFr 125.COD per SFr 



N STERLING FUTURES (IMM) £02,500 par £ 





06867 

03915 

+00048 

08927 

06860 

10206 

36340 

Q.7000 

07000 

+03004 

0.7000 

06987 

12 

1214 


UK INTEREST RATES 

* 


trmrtamk Storing lh - 7, 1 , - 6J1 7*, - 7 7& - 7* T& - 7A 7A - 7* 

Startno CDs - - 7** - 7^* 7A ■ 7*a - Tiz •£*- 7re 

^teJyBlla - ' - 6il - W 7-6% 

Bank Bdb - ®51 - 6H ®5i - 7A - 7it - 

Local authority deps. 8% - A T ■ 6^ T, 1 * - T 7^ - 7*4 7\ - 7i - 7fi 

Hacoteit Marhrt depe 7-6^ 6%. -64 

UK.ctealng dank beae lendng rale 7 per cent from Aug 7, 19B7 

Up to 1 1-3 S-6 . 6-6 . . 9-12 

month month mertte - memte niuiUa» 

Cera ol Tax dap. (E100JW 2^ S»a 5- 5 *\ 

- 0«» ot T« deft undw E100.000 N 2*spc. DapoaBa w4th*aaai for rath I4ipa 

torCtotSol dbcourt an Sep ti 68713pe. SSG0 ftrect rate Sttg. Export Fkrerce Make 
r up tey Aire 29. 1907. Agreed rae lor period Sep 34. 1907 to Oer 35..199 7, SUw ii w HI BJ Opa 
SSl3»M>arpMo^ 1. 1997 to Aug 29. 1907. ficha«aiN&V7i29pc.nrarrea 
. Houea Base Rare 7*ape Iran Sep 1. 1807 

■ ximrr mowth sterumo futhiier djff^ Esotxooo poima oi 100% 

Open Sat price Change High Low Est. vol Open m. 

Dee ' 6236 82-58 +0.02 92.59 8236 13161 131035 

Mr 9236 9238 *002 9280 9236 HB42 104864 

Jun 92.65 92.68 +002 92.68 92.63 15309 . 87741 

S»' 92.78 +002 9281 92.75 7685 66437 

: ; Dod K32 9231 +O01 9284 SC39 8539 80842 

Afeq racked on AFT. M Open imnmt Sg*. are lor prevtora day. 

R- aHOHT 8TTTU <H>TiOI«S (UFFE) ESOO.OOO pofrtts ot 100% 

trtrica -■ CALLS — ■■■■ ' f** PUTS 

pjtoa hoc Mar jun Dec Mar Jim , 

■8250 ■ 014 .031 033 006 013 017 

-M75 0.03 039 019 020 026 026 

8300 ' 0 034 0.10 042 0.46 QM 

y* n— mm Pum B173. Prmnoue d»yS open he. OR 1/7263 fate iaa?B3 


NON ERM MEMBERS 

Greece 285389 310907 -0815 580 -281 

UK 0793103 0888585 +0006066 -13.18 1787 

Ecu gate rare Ml by the Euopawi ConaneMn. Curandes m ki raacendkp i«M rereph. 
Paroamaga tftangre me hr Eac ■ patera change denotes a ueak ounenqr Jmsganea atera dw abo 
benmn tea opredR Sw parcardaga dtawm batoatat *• acud ranai ad Era aural rare ra • 
curacy. the marerun penMaad percareaga deuteKn or ew aneneye rnartet me tom re tai 

c«*al ran. 17/BI82: Sre*g aupanrad tain B94 AcMmam cataAHd by the Finanoia Tanaa. 

■ PfLAPBJHULBCUSOPTWtoS 631850 (carts per pound) 

Strtte CALLS PUTS 

Price Oct Nov Doc Oct Nov Dec 

1300 . 2.06 2.88 029 0.75 185 2M 

1310 1.44 288 277 1.15 281 237 

1320 • 098 183 286 1.69 282 3.43 

Freotoue de/e ML Caw nia Pirn nte . Prev. da)7a com M- CWkt nra Pus nia 

■ FWUPRJimi P4MARK/S OFTOO DM62.500 ff per DM) 


CALLS - 
Nov 

Dec 

Oct 

- PUTS - 
Nov 

Dec 

089 

1.14 

O01 

080 

1.08 

OB7 

081 

082 

1.18 

136 

030 

072 

130 

131 

136 


PiMora Oey^i voi, Cate n/a PiAa rrt . Prwr. deyli open it. Cote n/a purs nfe 


M THREE MONTH EURODOLLAR (1MM) Sim pcinn of 10096 
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5-n«: : ce-z :-s::.csn 
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BASE LENDING RATES 


. % 
Aftam&Compary 730 
; ABad Wah Barft(<») 7.00 
J OHenry Ansbachor 7.00 
BankotBaroda 7.00 
- Banco BtoaoVdcaya 730 
Amkol.Cypns 730 
Banket Mend ' 730 
BahkoMnda 730 

BankoiScctteid 730 
eantoycBank - 730 

: BdtBk ct ifld East 780 
•e«Mi3**y&CoL*J 730 
CttankNA ■ 730 

OfotedtasBank 780 
The Ctnaparathre Bar*730 

Cqidta&Qo ' 730 

Qpwa Popriarfiank 730 


Duncan Lawits 7.00 
EuBtarBankUnRed 830 
RianWAOenBar* 830 
•notert Flaiteng & Co730 
•3*aw« Mahon 730 
Htatb Bate AG 2mcfi 730 
•Hamfcrc* Bank . 730 
HaiMta A Oen M Bk.7.00 
GHoamSCo 730 

Hor^congS Shanghai 730 
liwotoc Bank CLK) LU730 
JuRan Hodge Bar* 730 
•Lupokl Joeaph A 8m 730 
UoydsBas* 730 

MdtexJBank 730 
NatWasmtteter 730 

RneaBrafro* 730 

Boyal BkoiScoWnd 730 


ScodiBh Widows Bank 730 
•Stag* & Fitedander 7J» 
•SmttiftWRnan Sccs730 
Sim Banking Corp Lid 730 
TSB T30 

Uhlted Bank olKraeR. 730 
Unity Trust Bank Pic 730 
vmhaawey lekAra ' 730 
YorioteaBar* 730 

• Members cl London 
fnveaanem Banking - 
Assodrefcm 
- toatkrMB&ation 



Open 

Latest 

Change 

HfBh 

Low 

Eat voi 

Open bit 

Dec 

04.19 

94.18 

-OOI 

94.19 

04.17 

42387 

585804 

Mar 

94.12 

04.12 

_ 

94.13 

94.11 

35836 

385317 

Jun 

0403 

94.03 

- 

9405 

9432 

23.433 

305,943 

N US TREASURY SOL FUTURES (IMM) Sim par 100K 



Dec 

_ 

9487 

_ 

__ 

_ 

50 

4.795 

Mar 

9486 

9486 

-OW 

9486 

94-96 

298 

2.737 


Al Open WeraeT lge. are far pr w tor a day 
■ EUHOMARX OP1WM (LfFg QMIm points of 100% 


States 

nice 

Oct 

Nov 

CALLS - 
Dec 

Mar 

Oct 

Nov 

PUTS 

Dec 

Mar 

9800 

047- 

047 

048 

naa 

0 

0 

aw 

O.X 

9825 

023 

024 

0-2S 

0.15 

OOI 

002 

083 

015 

BSO 

003 

0.06 

007 

004 

ax 

08S 

aio 

029 

9675 

OOI 

OOI 

OOI 

081 

029 

029 

028 

031 

9700 

0 

0 

0 

0 

033 

033 

033 

0.75 


EsL act toh 

■ EURO! 


Cate 21«D nra 38432. Pretfaur day's open ml, Cate 241SB8 Puts 218832 
HIES nunc OPTIONS (UFFF) SFr 1m potote of 100* 


Dec 

- CALLS - 
Mer 

Jun 

Dec 

- PUTS 
Mar 

006 

009 

OX 

030 

033 

032 

004 

Q84 

051 

0.73 


BANK OF CEYLON 

USSt 2,000,000-00 
Ha Mia a tin No«*» ter O treih i r MM 

NOTTCt IS HEREBY GIVEN lEre in 
■ mintf.rn ntah Aa m f«J m*U*« 
rf ihc- aoa, Buk oT Crrfca wflt radOM 
iEc Ctntal Net. fix' *em> lumai 

I)- [ im it- J - |_ 

Leodea Lkntod 


CB SSOOjOOOJOOO 
L’AnxUiatre do Crtefa't 
Foscierde France 
gabcefigmi Guaran teed 
• FleutBg Run Nous due SODS 
Pm- lie pmmi bra Sreteeitar S. a&7 in 
March 2D, 1956 lie Home aiB any an 
Maras rata af IBTSa prr a tmai wbi as 
ooens iBOon af US SM2M per US SSOHO 
Md rf US StaaSAS par L'S IBOflOO Mar . 

The nlmd aeras pa j r ajsu date nfll be 
lbteiK.SK. 

AjeraiBnla 

n 

Basque Ruubas 

wp mm 


Credit Local do Ranee 

Qirtw Amlial fla il ed 
Floating Rate Notaa due 2002 

For toe Maraat period tarn September 
35, i9B7to March 25. raOBlw rale has 
bean ratamMO re 6-125S. par aman. 
The amnmt payabia on March 25, *88 
par Can. tnfiOO and Can SWOOOO 
prtictoBl amount at Nats* wB be Can. 
OOS.73Btmcrei.»3g733reapeahet». 
^rlteEtareMHtateta 
iMteteadteta 


ANSETTARCRAFT 
FINANCE LTD 
WB53I0JM 
RartH Mte Nates bt 2881 
Nona to Iweby ghrei tore toe rata ot MaM 

tor Ihe period tam September M 81 . HS7 to 

Dacember 2441.1067 has been BtodaiSJES 
per cart, pre annum. The eoiawn amount due 
tor are period ia U5D W.77 per USD 10300 
donoMMtion end USD 74S35 per USD 
50300 ti c ncmlriBtic n and to payttte pn tie 
niareal payment dote Daoembor 24th, t997. 
pafrarera Tte nm Agon 
111 w rj 6«|MfcteaNbPttli 
UlU fLawteanJSA 


CONTRACTS &TENDERS 

^ i 

BRAZILIAN NAVAL COMMISSION 
IN EUROPE - BNCE 

NOTICE OF PUBLIC TENDER NR. 089/97 
Notice is hereby given that the BNCE with offices at: 
170 Upper Richmond Road, London SW15 2SH, 
is accepting tenders for the supply of One Hydraulic 
Plate Bending Rolls, with Four Rolls. Details of this 
Public Tender are available, an request, at the above address 
or contact 

Contracts Dept.: Tel: 0181 788 81 11 
Fax: 01817894014 


PERSONAL 

PUBLIC SPEAKING 

Training and speech 
writing Dy award winning speaker. 
First lesson free. 

Tel: (01 923 852288) 


1 Cab 0 Puts isa Previ o u s ray* open int. CWh 3950 Pure 2518 
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COMMODITIES AND AGRICULTURE 


IPE may switch to electronic trading 


By Simon Davies 


The International Petroleum 
Exchange yesterday said it would 
consider switching from open- 
outcry trading to an electronic 
dealing system. 

The announcement will further 
intensify the debate over the future 
of open-outcry trading, where deal- 
ers face each other on an exchange 
floor instead of dealing from com- 
puter ter minals . 

Last week, three European 
futures and options exchanges 
announced a tie-up aimed at creat- 
ing a low-cost electronic trading 
bloc to compete with the London 


International Financial Futures 
and Options Exchange (Liffe). 
which is committed to open-outcry 
dealing. 

The LPE is also reviewing its 
ownership structure. It Is currently 
owned by members, but it will con- 
sider demutualising and issuing 
shares. Such a decision could also 
add pressure for a change in deal- 
ing systems. 

The primary advantage of open- 
outcry trading is the liquidity cre- 
ated by locals - speculators who 
trade with their own capital. 

However, electronic systems are 
undoubtedly cheaper and a profits- 
driven company would be more 


likely to opt for the cheapest sys- 
tem. An IPE board decision is 
expected by -the end of November. 

Richard Reinert, IPE's chairman, 
said: "It is only proper that we 
should question the open out-cry 
system and see if there is a more 
attractive and financially viable 
alternative." 

The review has been triggered by 
concerns over a slowdown in trad- 
ing volumes in the IPE's two main 
contracts, Brent and Gas oil. 

Turnover In these two contracts 
so far this year has been less than 
in the same period of 1996. though 
this matches declines in energy 
exchanges elsewhere. 


By contrast, a new NBP Natural 
Gas contract which is traded elec- 
tronically, is proving highly suc- 
cessful 

Furthermore, the lease has 
almost run out on the IPE’s cur- 
rent premises, and if it maintains 
open-outcry trading, the exchange 
will have to invest in a substantial 
new trading floor. 

Daniel Hudson, chief executive of 
Liffe, said IPE's decision would 
have no effect on the exchange's 
strategy. "We believe that [open- 
outcry] is one of our principal sell- 
ing points." 

Nonetheless, there has been 
Interest among members of IPE in 


a merger with liffe. and a change 
in the dealing system would make 
that far less likely. 

IPE has already agreed to 
co-operate with the New York Mer- 
cantile Exchange on developing a 
common system for after-hours 
electronic trading, and this would 
substantially reduce the cost of an 
overhaul of the IPE’s trading sys- 
tem. 

Mr Reinert said: "There has 
clearly been a groundswell of opin- 
ion from prominent and active 
members that these two fundamen- 
tal issues need to be considered 
before making, long-ter m de cisions 
about the future of the IPE." 


Squeeze in zinc 
eases on LME 


Fimisco put back on track 


MARKETS REPORT 


By Kenneth Gooding and 
Maggie Uny in London and 
Nikki Tart in Chicago 


The squeeze in the London 
Metal Exchange’s zinc mar- 
ket, which some analysts 
suggest has already cost 
some Chinese smelters 
USSlQOm. eased yesterday as 
more of the metal became 
immediately available and 
rumours that the LME board 
might intervene again 
unnerved some participants. 

The premium for zinc for 
immediate delivery over 
three-month metal increased 
to {280 a tonne in early trad- 
ing but closed at $205-5225, 

Chinese smelters are on 
the wrong end of the squeeze 
because they sold metal they 
did not own in the expecta- 
tion that prices would fall, 
only to see prices jump. 

"The market now needs to 
be watched closely to see if 
the spread [premium] eases 
further," said William 
Adams, analyst at Rudolf 
Wolff, part of Noranda of 
Canada. "This would indi- 
cate that pressure on the 
Chinese is decreasing.” 

Macquarie Bank analysts 
warned: "Once the Chinese 
short covering comes to an 
end. the tightness will ease 


and the premium win nar- 
row sharply. Beware, when 
the correction comes, it will 
be very sudden." 

Palm oil prices Jumped as 
traders feared the effects on 
the crop of widespread jun- 
gle fires in Malaysia which 
have cast a pall of smog over 
large areas of south-east 
Asia. In Kuala Lumpur. 
December and January 
futures prices reached 
limit-up in volatile trading, 
also encouraged by Mon- 
day's invitation from Egypt 
for bids for a large tender. 
At the close, the benchmark 
December contract was up 
M$33 at M$I,498 ($492.76) a 
tonne after reaching MS1.515. , 

Coffee prices were little 
affected by news from the 
Association of Coffee Produ- 
cing Countries that its 14 
members had exceeded 
export quotas of 52J5m 60kg 
bags by 7.2 per cent in the 
year to June. 

In New York, erode oil 
fotures edged higher, despite 
some weakness when trad- 
ing opened in reaction to the 
latest data from the Ameri- 
can Petroleum Institute and 
US Department of Energy. 
By midday, the November 
contract was about 9 cents 
higher at $19.73 while the 
February contract gained 
about 11 cents, to $19.87. 


Privatisation 
helps Greek 
magnesite group 
resume exports 




WORLD PRODUCTION OF NATURAL MAGNESITE 






F imisco. the Greek pro- 
ducer of dead-burnt 
magnesite and refrac- 
tory bricks for lining fur- 
naces. is resuming exports 
after its privatisation last 
year. 

The company’s abandoned 
mines and run-down plant 
on the island of Euboea were 
acquired by a joint venture 
between Violign, a Greek lig- 
nite mining company, and 
Alpha Ventures, an Athens- 
based venture capital group. 
The asset sale was arranged 
by the Socialist government. 

The joint venture, Viom- 
agn. will invest Dr5.5bn 
($19. 7m) by this year to 
revive F imis co’s output of 
high-quality dead-burnt mag- 
nesite and of firebricks. 

The company uses dead- 
burnt magnesite to make fire 
bricks for steel and non-fer- 
rous metals producers and 
glass manufacturers. It also 
supplies dead-burned magne- 
site as a raw material. 

Burdened with heavy 
debts and over-staffing. Fim- 
isco collapsed after govern- 
ment subsidies were with- 
drawn in 1991. 

Under the terms of the pri- 
vatisation. Viomagn under- 


soma™ 

80 Km I'.-tV. 



took to operate the company 
for at least five years and 
rehire 300 of the original 
1,200 workforce. 

Fimisco resumed opera- 
tions last year, refurbishing 
magnesite mines at Man- 
toudi, close to the processing 
plant, and making firebricks 
from existing stockpiles of 
dead- burnt magnesite. Fire- 
brick output is set to double 
this year. 

In 18 months of operation, 
the company has extracted 
152,000 tonnes of magnesite 
from the Mantoudi mines. It 
has produced 28.700 tonnes 
of firebricks and 13,000 
tonnes of “magflot", a con- 
centrated form of dead-burnt 
magnesite developed there. 

Fimisco forecasts turnover 
this year of Dr5.5bn. against 
Dr2.6bn for the nine-month 
period it operated last year. 
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The company has made 
progress with recapturing 
Middle East markets bat it is 
finding it harder to win back 
customers in northern 
Europe. 

"It will take time to put 
Fimisco back on the interna- 
tional map." says Mr Dami- 
an os Damian OS, manag in g 

director of Alpha Ventures. 
"The plant was in worse 
shape than we thought and 
the mining facilities needed 
additional refurbishment” 

The Fimisco acquisition is 
the first mining project to he 
backed by Alpha Ventures, 
which belongs to the Alpha 
Credit Bank, Greece’s big- 
gest private bank. 

It is also a new departure 
for Violign, a northern 
Greek mining company 


which sells lignite exclu- 
sively to Greece's state- 
owned electricity utility for 
use In local power plants. 

Violign has a 65 per cent 
stake in Viomagn, with the 
rest held by Alpha Ventures. 

"It was an opportunity to 
diversify by resuscitating a 
very old-established mining 
operation with considerable 
ore reserves," says Mr Con- 
stantine Varvoutis, Vlolign’s 
managing director. 

Confirmed reserves of 
magnesite ore on Euboea 
and at another mine owned 
by Fimisco in northern 
Greece amount to 10.3m 
tonnes - enou gh to sustain 
activities for at least 15 
years, Mr Varvoutis says. 


Kerin Hope 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Mom from Amalgamated Metal Trading) 

■ ALUMPMUM. 90.7 PURITY (S per temna) 
Cash 3 mttn 
Ctoee 1831-32 1838-38 

Previous 1654-5 1658-60 

1651/1637 
1647-8 
1638-40 


Precious Metals continued 

■ GOLD COM EX (100 Tray oc.; S/troy oc.) 


GRAINS AND OIL SEEDS 

■ WHEAT LIFFE (100 tonnes C par tome) 


SOFTS 

■ COCOA LIFFE (10 tomes £/tame) 


MEAT AND LIVESTOCK 

■ live CATTLE CME <40.000ft)s; cante/top) 


Ctoee 1831-32 1 

Previous 1554-5 1 

Higtv'tow 18 

AM Official 1640-41 1 

Kwt dose i 

Open im. 254.813 

Total OaHy turnover 73.843 

■ AlUM—UM ALLOY (S per tonne} 

Ctoee 1445-50 1 

Previous 1460-70 H 

Hfgh/low 14 

AM Official 1445-50 1 

Kerb close 1 

Open tot 5.570 

Total cMy turnover 1.081 

■ LEAD (S per tonfwH 

Ctoaa 639-40 f 

Previous 627-8 

High/tow 6 

AM Official 635-6 ( 

Kerb ctose i 

Open rt. 31.516 

Total daiy turnover 6.402 

■ MCKB.(S per tonne) 

Ctose 6340-45 6440-45 

Previous 6375-05 6470-60 

HqMow 6480/6430 

AM Official 6330-35 6430-35 

Kerti ctoee 6440-45 

Open vrt. 53.084 

Total daBy turnover 18,469 

■ TIN (S per tonne) 


Sett Days 
price change Mflh 
Sap 3236 41.4 

Oct 324.0 +1.4 324.4 

Dec 3258 +1.7 326.4 

M 327.6 +1.S 328.0 

Apr 3294 +U 326.0 

Jua 3313 +1.8 331 0 

TOW 

■ PLATINUM NYMEX (50 


San Days 

pita change Hgh Lair M 


Sett Days - Open 

price dengc High law IM tat 


tat Days 

Price donga Mari law . ¥ol 


3230 1J17 6.577 
324.D1B.1M im 
326 1 199 15.585 

3286 17 5752 

330.6 44 8644 

2t, ■ las m/m 

ray 0 &; 5/troy ozj 


Nov 

B6.10 

+im 

8625 

8550 

21B 

1043 

Sap 

1092 

+•11 

1087 

1087 2.453 85 

Oct 

67.525-0425 68,150 67^450 0888 

26.152 

Jan 

88.00 

+090 

RBW 

B7S 

109 

3889 

Dae 

1132 

+13 

1132 

1117 2.453 501)12 

Dae 

67,775-0800 88.700 87750 5^87 

34,614 

Mar 

90.00 

+680 

9025 

8850 

199 

2.458 

Mar 

1152 

+13 

IIS 

1137 2,182 40559 

Fab 

70.700-0500 71.275 70850 1.711 

15074 

Itay 

9200 

+090 

92.10 

9150 

95 

1444 

May 

1170 

+13 

11 a 

1156 88 20888 

N* 

71575-0400 74.000 71525 909 

0500 

Jut 

94.00 

+090 

9150 

9350 

1 

133 

Jri 

1188 

+14 

1185 

1181 183 8.856 

JOB 

70225-0275 70525 70150 417 

0567 

Sep 

8525 

- 

- 

- 

- 

- 

Sep 

1202 

+15 

1300 

1194 205 11455 

m 

60800-0125 70250 BSL900 160 

1.854 

Tout 





en 

10167 

Trial 




6^37173*21 

Triri 

IGtflBD 

90415 


WHEAT CBT (SJJOOtw irtrt; centsffiOUi bushel) 


COCOA CSCE (10 tomes; S/tomaa) 


■ LEAN HOPS CME f4Q,OOQfoe; Centa/tea) 


1474- 77 
1480-500 
149CV1474 

1475- 6 
1477-60 


Ori 

4300 

+05 440.0 4342 

1838 

0405 

Jan 

4250 

+2JS 4204 422.5 

1.446 

4.728 

AW 

415.0 

+25 4100 410.0 

64 

665 

Jri 

411.0 

+2J - - 

- 

3 

Total 



0289 10801 

■ PALLADIUM NYMEX (100 Troy at; SrtroyaEj 

S«l» 

195.90 

+1.30 194 00 19320 

36 

122 

Dac 

193-90 

+1.30 19000 19250 

407 

1067 

Mar 

16090 

+120 19200 191.00 

54 

327 

JUa 

189.40 

+130 19330 19330 

_ 

108 

Total 



448 

WB4 


Dae 

36575 

-1.75 36050 38230 

7359 60312 

Dae 

1691 

+33 

1695 

1684 3066 41226 

Oct 

Mar 

37930 

-130 38100 37630 

1339 24.021 

Mar 

1716 

+31 

1721 

1897 

973 29.118 

Dae 

May 

38530 

-330 38830 38300 

355 4009 

May 

1738 

+30 

1723 

1722 

274 11.981 

Feb 

Jri 

38000 

-230 38830 38330 

856 10243 

Jri 

1758 

+29 

1750 

1750 

221 1471 

AW 

Dac 

40200 

+075 40400 40000 

164 2334 

Sep 

1773 

+28 

1755 

1755 

220 4310 

JRI 

IM 



10773102270 

Dac 

1788 

+25 

17B5 

17B5 

330 0720 

JUi 

■ MAIZE CBT (5.000 Bu irin: cents/Srib bushel) 

Trial 





50M1BMM 

Triri 


70.125 +0.075 70825 60600 3.832 11,523 
65.700-0.100 66300 65300 2349 10915 
04750-0150 65.100 B40Z5 714 3393 

61300-0025 B2JJ00 91700 207 1.838 

67700+0.050 67350 57.000 62 1,(01 


8M.VEH COMEX fcOOO Troy PEL Cantnflroy os) 


S*p 471.1 +53 468 0 4683 183 193 

Dec 475.5 +43 470Q 4700 8.128 52,671 

Jan 477.0 +4J) - - 2 22 

tar 481.8 *6.0 483.0 479 0 652 13.133 

Hoy 485.3 *4.0 4845 485.0 226 3266 

Jol 488.0 +6.0 4860 483.0 62 2083 

Trial 8,173 76039 


Dec 261.00 -175 26125 26075 27,344192^23 
Bar 270.00 -1D0 27ZOO 269.50 3^96 58,108 

■ay 274.75 -175 276.75 274.50 884 R579 

Jri 2783 -1J5D 28080 27825 1.847 26,160 

Sep 271.75 -era 273.00 271.75 82 1531 

Dm 20175 -0.75 27175 26975 1.448 16790 

Total 35^89314913 


■ COCOA (ICCp) (SOFTa/tonm) 


IMp 23 Pita 

DaBy 128258 

■ COFfg UFFE (5 tonnes: S/torme) 


Pier, day M> 
128670 tar 


■ BARLEY UFFE (100 tonnes; C per tonne! 


ENERGY 

■ CRUDE OIL NYMEX [1.000 barrels. Starred 


He* 8150 +075 81.73 81.50 85 1.141 

Jan 8375 +075 8350 8350 10 751 

Ibr 85.10 +0.10 85.10 85.10 15 315 

May 8600 - 8675 96.75 3 23 

Sep 8150 - 

TDtri 100 2J3D 

M SOYABEANS CBT gUXNbo no; carta** boM 


Sap 

1542 

+29 

1541 

1510 112 

408 

Nov 

1555 

+30 

1565 

1515 2,000 17065 

Jan 

1572 

+34 

1580 

1529 1003 

03S1 

Mar 

1574 

+38 

1585 

1529 744 

3049 

May 

1577 

+38 

1578 

1573 22 

671 

Jri 

1577 

+38 

- 

- 78 

256 

Tew 




0481 

344GB 


Triri 7.1*7 30783 

■ PORK BELLIES CME (400006*1; canta/toa) 

M 63800+0525 84.100 62800 1812 5843 

tar 61700+0575 63850 63800 57 470 

MW 64725+0525 05800 64700 6 114 

Jri 65750+1750 65.000 84700 8 40 

AW 63.475-0825 - - - 10 

Tetri 1,728 6 894 


LONDON TRADED OPTIONS 

Strike prim S tonne — Grib — — Puts — 


■ COFFEE -C’ CSCE (37800fte: cena/M 
Dae 16855 -070 17180 16880 5846 138 


Ctose 
Previous 
mgh/taw 
AM Official 
Kertj ctose 
Open nt 


5565-75 5620-25 

5570-80 5625-30 

563W5620 
5575-80 5625-30 

5610-20 

167S3 


Trial drily turnover 3.559 
■ ZINC, special high gratia (S per tonne} 


Latest Days Open 

price change Won law Vri tri 

Nov 19.90 +0.11 1981 19.64 40840 103k 

Dae 19.63 +0.11 20.00 19.73 13813 61078 

Jrii 2080 +089 2082 19.80 6.616 37764 

Fb6 2083 +011 2083 1985 1873 18538 

Mar 1984 +0.02 19.95 1990 1784 10731 

Apr 2080 +0 08 2001 2000 170 9.282 

Triri BM003B873 

■ CRUDE on. IPE CS/barreO 


Nov 6387S +775 64080 63080 26796 97.456 

•ta 640.75 +5.50 64350 63470 4.467 25,107 

Mar 648.75 +575 65080 64280 2817 10753 

May 65680 +680 65880 65080 1781 8858 

Jri 664JJ0 +675 684 50 657 00 1892 10711 

Aag 65980 +7.00 660.00 65780 30 65 

Trial 38,770 15R88 


Dae 16565 -070 17180 16880 5846 13853 

Mir 156.10 -080 15980 15680 1.140 3,725 

May 151.15 -075 152.75 15180 290 1JB3 

Jri 146.15 +0.15 14080 146.75 65 1,726 

5*i 141.15 +085 141.75 14175 19 431 

Dac 13825 +175 137.50 137.00 27 246 

Triri 7.110 28824 

■ COFFEE (ICO! (US cena/pound) 


■ SOYABEAN OIL CBT (SOOOOfbs: certs/to! 


Ctoee 1060-65 1434-5 

Prenoua 1705-10 1404-5 

HfigtVtow 1487/1425 

AM Offidai 1693-5 14574 

Kerb ctoee 1430-31 

Open ir>L 63.632 

Total daily turnover 35,670 
■ COPPER, grade A (S per tonne) 


Ctose 
Previous 
WgMow 
AM Official 
Kerb ctose 
Open inL 
Total dady turnover 


20828-848 

20718-28 

2082/2060 

2080-81 


2110-12 

2100-15 

2115/2084 

2109-10 

2106-07 


■ LME AM on rial C/S rate: 1.0155 

LME Oontog E/S rata 1.6135 

Spot 18)07 3 mbs 1.6047 6 lifts; 18912 9 rite: 1899) 


Latest Doyi open 

price ctauqa NJflb law IM iri 

Nor 18 74 +8.10 18 75 1883 10742 68867 

Dec 18.85 +0.10 1887 1085 2892 26,136 

J«n 18.90 +011 10 92 18.71 1764 22855 

M 1087 +0.09 18 75 1072 145 0412 

Star 10 83 +010 1082 1888 529 4.160 

Apr 1049 - 2723 

Trial 1570DM3JBB 

■ HEATING OIL HYMBf (42700 US gafe; PUS flalKJ 

Uteri Days Open 

price Change (Agfa Low W U 

Oct 5510 +046 5010 5485 15.633 29.109 

Hev 5080 +070 55 90 54.95 12707 37.796 

Dec 56.70 +030 5& 75 55 90 4.792 25.422 

Jan 5775 +030 57.45 5060 1.609 21,154 

Frit 57.55 +075 57 60 56 80 564 12.171 

Mar 5710 +0.55 5710 5675 662 9,115 

Trial 36,137 150364 

■ GAS OIL PE G/tomei 


Oct 2070 +036 2075 2374 3835 12811 

Dec 24.12 +073 24.14 2371 7809 54.100 
Jan 2472 +035 2472 23.93 1,283 14726 

Mar 2487 +036 2485 2420 237 0449 

May 2465 +072 2488 2443 353 5.401 

Jri 24.70 +027 24 80 2480 56 4865 

Trial 12,780 101484 

■ SOYABEAN MEAL CBT (100 tats; S/tan) 

Dri 2193 -05 2228 2107 5702 24,748 


SaP 23 

Coop, drily — 
isoayweraga 


■ ALUNMUN 

(89.796) LME 

1600 

1650 . 

1700 

■ COPPER 
(Grads A) LME 

2050 

2100 

2150 

■ COFFEE UFFE 

1450 


Oct Jan Oct Jan 

70 B9 20 48 

54 64 40 72 

21 44 TO 101 


13487 1500 


■ WHITE SUGAR UFFE 00 tomes; S/tonna) 


Oct Jan Oct Jan 
_ 95 130 *5 76 

— 68 105 6B 100 

-.47 83 97 127 

Nov Jan Nov Jen 
_ 120 180 15 58 

— 78 143 24 77 

— 56 123 51 101 


Obi 2198 -05 2225 2107 5702 24.748 

Dac 205.0 +17 2072 2005 0985 45725 

Jan 2031 +1.6 2043 2005 0081 12938 

Mar 1987 +08 1990 197.0 1.163 11/151 

Hay 197.3 +15 1900 1958 357 nan 

Jri 1980 +11 1998 1975 856 5799 

TOM 17706 110148 

■ POTATOES UFFE (20 tonnes; E per tonne) 


Dec 299.4 -07 3075 2998 2,823 10,147 

Mar 3075 -01 3148 3075 3827 11772 

Hay 012.4 -58 317.6 3128 568 2894 

/tog 3155 -4.1 3105 316.0 213 1,725 

Oct 0101 -2.9 3100 3168 - 2886 

Dae 315 3 -05 3158 3158 10 132 

Trial 31.166 

■ SUGAR 11' CSCE [112.0000®; cents/tog) 


■ HB0B4 GRADE COPPER (COMEX) 

Sen Day* Open 

price c ha nge ffigb law vat hi 

Sep 9475 +085 94.70 9380 468 1.767 

Oct 94.65 +056 94 80 94.10 174 3.106 

Nov 9535 +055 9570 9520 60 1820 

Dac 9580 +060 9670 9480 3741 27892 

Jan 9580 +050 9030 9670 29 1.045 

Fdi 9580 +0.E0 22 I860 

Triri 4878 52794 

PRECIOUS METALS 

M LONDON BULLION MARKET 
(Prices suppfled by N M H o thecMd) 

GohifTroy or} S pnee E equw SFr equlv 

Ctose 32289-320.10 

Opening 321 85-322.15 

Morning lb. 322 00 199.527 471868 

Afternoon fix 322.70 200 186 470.819 

Day's Htfi 323.15-32345 

Day's Low 321.80-322.10 

Previous ctose 32100-321 80 

Loco Ldn Mean Goto Landtag Rates (Vs USS) 

1 month .3.78 f> months 3A1 

2 months 3.67 12 months 144 

3 months 3.66 

SOvaor Hx p/troy oz. US eta equto. 

Sp« 292.15 47275 

3 months 295.75 47025 

8 months 299.70 . 48070 

1 year 308.05 491.00 

Goto Coins S price E equlv 

Krugerrand 020-322 198-200 


Sett Days Open 

price c hang e Hfgfi Low ted tat 

1/075 -025 170.75 16080 5.790 23779 

17180 -025 172.00 16975 4845 16709 

173.00 -075 17125 17180 1895 17.331 

174 50 -025 17480 17325 856 12397 

174.75 -025 17480 173.75 526 7348 

17380 -825 - 4813 


Jan 174 50 -025 17480 17325 856 12897 

ftb 174.75 -025 17480 173.75 526 7348 

Bar 17380 -025 - 4813 

Total 14,731 93204 

■ NATURAL GAS KitJMiiCTSipefla per Bari 

0c* 11.140 *0090 It ISO 11000 735 1810 

Nov 10350 +0.060 13350 13 300 125 1.120 

tetri SG5 10875 

■ NATURAL GAS HTMBt flO-OPO mdtlL: StamStBJ 


Rea 

600 

-2.0 

_ 

_ 

- 

7 

Mar 

750 

-120 

- 

- 

- 

- 

Apr 

93.0 

-14 0 

1050 

900 

223 

1095 

■ay 

1050 

-14 0 

_ 

_ 


2 

Jre 

120 Q 

-120 

- 

_ 


_ 

Total 





223 

1,184 

■ FREIGHT (BIFFEX) UFFE (STOflndax point) 

Sap 

127S 

-10 

1285 

1275 

21 

381 

Oct 

1390 

—40 

1415 

1360 

296 

1030 

Row - 

1467 

-18 

1475 

1460 

22 

174 

Jan 

1466 

-24 

1460 

1455 

68 

495 

Apr 

1468 

-23 

1475 

1470 

10 

173 

Total 

Ctoaa 

tea* 



4T7 

4483 

BR 

1Z7B 

1231 






1076 -022 1182 107510867 30212 

11-41 -ai5 1182 11.4011870 06,110 

1159 -008 U.73 1158 0780 21817 

11.45 -009 1188 11.43 648 16829 

11 40 -005 1157 11.47 176 12878 

11-46 -003 1154 1146 30 2366 

25237160941 


1550 SB 123 51 101 

■ COCOA UFFE Dec Mar Dec Mar 

1075 82 121 25 44 

1100 67 106 35 M 

1125 53 60 48 68 

■ BRENT CRUDE 

11% Nov Dee Nov Dec 

1800 - 13 30 

1850 44 - 28 

1800 23 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) +or- 


■ COTTON NYCE (SOTOCtoe: centa/tos! 


PULP AND PAPER 

■ PULPEX OMLX (56, 2-1 a* fry tons) 
Sett Day’s 


Oct 71.60 -129 72.7D 7120 0449 756 

Dec 7410 -032 7447 738220731 40507 

Mar 7520 -0 31 7585 75.10 U81 14.787 

Hay 75.73 -027 7620 7585 457 0492 

M 7640 -035 7680 76.40 321 6092 

Oct 75-75 +010 7550 75.35 82 625 

Triri 20079 85257 

■ ORANGE JUICE NYCE pS.OOObs: cante/fea) 

Bn 69-90 +065 6985 6980 1298 18540 

Jan 7290 +065 72-90 7250 625 0423 

Mar 75 B0 +060 7585 7580 229 0239 

May 7380 +050 73.70 78 80 S3 1577 

Jri 81-10 +050 - - It 696 

Stop 83.40 +050 - - - 274 

Trial £83 36817 


Dubai Sl8.04-8.09w -0.080 

Brent Bland (dried) 51851-056 -0.105 

Brent Blend (Nov) £18.73-075 -0830 

W.T l S1B80988W +0865 

■ ON. PRODUCTS HWEpnMpt tfefiray CF (kma) 


COMMODITIES NEWg_DIGEST 

Israeli group in 
Chinese venture 


An Israeli delegation, headed by Israel 
in China today to finalise talks on setting up a US»44m 
joint venture potash factory. The venture tojwwjjpj 
Mingda Corporation, controlled by the 
Industrial group under China's chemical industiy minis- 
try, and Israel’s United Development Industry. The latter 
is a division of Israel Corporation, a holding ctrapany 
with large interests in potash and magnesium through 
two subsidiaries, Israel Chemicals and Dead Sea Works. 

Israel Corporation, owned by the Eisenberg foimly, has 
forged close economic and trading contacts with the ern- 
nese government. A potash joint venture would ciuwn tne 
family's attempts at expanding into the south-east Asian 
Tnarifpt- Judu Dempsey, Jerusalem 


■ COAL MINING 

Arco to retain Curragh 


A1 tan tic Richfleld, the US energy group, said yesterday 
that it was no longer including its Curragh coal m i n e In 
Australia's Queensland in the bundle of coal assets which 
it is currently attempting to selL 

Tn+rto-ad , Arco said it would pursue “other options” for 
the mine's future, although it declined to detail what 
these might be. The ™ina- which is 87 per cent owned by 
Arco, was hit by a strike earlier this year which cost the 
companyan estimated A$3m a week in lost production. 
Despite operating difficulties, the mine contributed 
around 4.4m tonnes of the 11m tonnes that Arco produced 
in Australia last year. 

Arco put its Australian coal assets up for sale earlier 
thin year, saying it was looking either for a trade buyer or 
a possible public offering on the stock market At the 
time, it was estimated that the assets could raise several 
hundred million dollars, and Broken Hill Proprietary was 
touted as a possible buyer. Aside from the Curragh mine, 
Arco owns an 80 per cent interest in the Gordonstone 
mine, 31.4 per cent of Blair Athol, which is operated by 
Bio-Tinto. and 19.5 per cent of the Clermont property. 

The US group said yesterday it was still expecting to 
complete the first phase of sale - which involves taking 
indicative bids for both the Australian assets and the US 
coal interests - by mid-October. Nikki Tail, Chicago 


FISH PRODUCTION 


FAO reports rise in world output 


World fish production rose from 113m tonnes to 116 m 
tonnes in 1996. according to figures from the Food and 
Agriculture Organisation of the United Nations. 

The FAO said the increase was matched by the rise in 
China's catch from 24.4m to 27 An tonnes, reflecting the 
country's avpanrilng inland acquy culture industry which 
already accounts for more than half its fish catch. 

However, the report said tuna stocks were "folly fished 
or even over-fished” in most sectors, with the- western 
Pacific now the "only area where tuna resources are 
healthy”. This could lead to price rises especially of yel- 
low-fin tuna. Farmed shrimp production Is faning in Asia 
because of disease, the report said, but Latin America 
increased output by 10 per cent Maggie Drry 



CROSSWORD 

No.9,489 Set by ARMONTE 



Premium Quotas 5208-210 

Gas Ol £172-174 

Heavy Fuel 08 582-94 

Naphtha 5196-197 

Jri fuel 5188-189 

Diesel 5178-190 

■ NATURAL GAS (Psnea/ttMnn) 


Bacton (Oct) 11.10-1180 +010 

AaMMum Argus. I ri. London (0171) 3SS STB? 

M OTHER 


199.527 471 86B 
200 166 470.818 


Latest Oars 

price change M0b Low 
3010-0038 3050 2.965 
3080-0019 3.110 3020 
3.170-0019 3189 3120 
3.135-0.019 3.154 3090 
2770 -0.008 2780 2735 
2475+0005 2400 2420 


OtMB 

«ri M 

47.118 43,212 
22281 44.735 
8.778 27370 
5.118 2SB37 
1.645 17069 
133 11.529 
91^00247^41 



price change Ugh Lew 

Tri 

U 

Dec 

904 00 

+600 61000 59500 

116 

144 

Mar 

624 50 

+050 624.50 81700 

49 

130 

Total 



185 

275 


VOLUME DATA 

Open interest and Uriume data shown tor 
ooitracts traded on COMEX. NYMEX CBT. 
NYCE. CME. CSCE and IPE Crude OH mo 
ana day in arrears, vofcnw & Open Interest 
totals are for afl traded tnorehs. 


FUTURES DATA 

A0 foams dJto suOpBed by CMS. 


■ UNLEADED GASOLINE 
NYMEX (42X00 US gals., c/IJS gals.) 


6 months 
1 year 
Goto Cotas 
Krugerrand 
Maple Leri 
New Sovereign 


US cts equw. 
472.25 
47025 
. 48080 
491.00 
E equlv 
198-200 


Lateri Day's Open 

pita change Mgfa tew tW tot 

58m -031 5050 5720 12.139 22264 

56 65 -013 5690 5590 8273 32231 

5625 -015 5640 5060 957 14.753 

56 45 - 56 60 55 90 4S2 13.591 

5085 - 56 BS 5685 270 42*1 

57.70 +0.10 57.75 57.75 163 5.795 

23+47410223 


Nuts and seeds 

Prices from Kenfcko; USS a tome. Iranian 
pistachios 28/30 raw 0n shot) naturally 
opened (round); RPPC prices at 4/400 
FCA. Walnuts US jumbo inshell: 2,100 
FCA Europe. Tbrktoh hazelnuts 13715 + 
1 1/13 for new crop ndtaatton 4.500 FOB. 
Kaftan at 4.600 FCA. Twfclah apricots No. 
3 crop 1997 at ZBSO CFR MEP. Iranian 
■pricot hefwes 1.780 CFR tor bop quality 
indust rial goods, button co s h ere ii crop 
1997 CFR (roti lop s h ippers: W320 at 
0460. W240 at 5.850 US almonds: crop 
97. St5% at 3.850 FAS tor Sept/OcL ship. 
Coconut 1.005 CFR Europe. 


INDICES 

M Reuters (Base: 18/8/31 - 100) 

Sop 23 Sep 22 month boo year ooo 
1B892 1931 3 19007 1900.4 

■ CBS Futures (Base: 1967 = 100 ) 

Sep 22 Sep 19 month aoo yom-mgo 
24046 240 91 

■ QSa Spot (Base; 1970 = 10Q| 

Sep 22 Sep 19 month mgo year ago 


198 45 19703 19I.Q3 

200.02 

Litre WAREHOUSE 


teaeta 

Alutanuni 

+325 

to 

724,750 

Ajundrium eBay 

+160 

to 

51.420 

Copper 

+3050 

to 

315.750 

Lead 

- 

to 

121.750 

NiChto 

-1D6 

to 

OOJQfl 

ape 

+2.775 

to 

433.126 

Trfi ■' 

-80 

to 

11.160 


Gold (per troy oz# S322A5 +1.60 

SBver (par tray ca& 473.00c +3.00 

PWtoum (par troy oc.) S442J» +000 

Pritadkan (per troy aa) 5194.00 +000 

Capper 100.0c 

Lead (US prod.) 45 roc 

Tin (Kuala Lumpur) 16A4r 

Tm (New York) 261.5 -OO 

Cattle (tee weight) 07,46p -1.77- 

Swep (Rve weight) l0720p -2S9* 

Pigs (tore wriWejt 80 J8p -0.24* 

Lon. day sugar (raw) S2G04O -3.10 

Lon. day sugar (wte) S304TO -060 

Barley (Eng. feed) Unq 

Mata {US No3 Yaflow) El 0000 
Wheat (US Dark North) Unq 

Rubber (OebM S9J»p +025 

Rubber |Nov)te 5O.0Op +025 

Rubber (KLRSS Nol) . 2620 k 

Coconut 08 (PhiJ§ BUXOy 

Prim OB (Uatoy-VS 5172 k. +75 

Copra ffWBS S4i5Jte +10JJ 

Soyabeans (US) 221JJ 

Cotton Outknk-A' mow 7920c 

Woonopa (B4s Super) 437p 

t per tom ontaoi enwriN (tied e poaoMg. e anriti 
rmgnyto- "> Itatot rU noettftB. y B«p4Jct t OcMNnr. ■ 
tew. BUMn Pfowcta. 5 Of tkm mrn n. Buooi rater 
raw* • Oneaea «WL fflmd on sjns read oTagi 
tat . 


kLzOtaMnr. ■ 
9 BuMn rater 


ACROSS 

1 Presently about to foil over 
transport - drawing 
amusement? (5,7) 

10 Said to be planted in the 
grass (7) 

11 Theatre worker is to show 
off in the kitchen (7) 

12 Wastrel is awfully riled (5) 

13 Take stock - the ship is 
immune from corrosion (8J 

15 Aid to pronunciation is to 
worry evangelist (6,4) 

16 Malicious, but not out- 
wardly by desire (4) 

18 A person caught cold in 
days gone by (4) 

20 Knowledge commonly 
found in most uncommon 
jungle (4.6) 

22 Divert Jack from foreign 
motorway (8) 

24 Student covered in a lot of 
compost (5) 

26 No Glaswegian embraces 
terrorist group in aircraft 
section (7) 

27 One rail is broken in con- 
trol flap (7) 

28 Ship’s watch seeking a 
profitable catch (6$) 

DOWN . 

2 Drunkard left very quietly 
over being In row (7) 

3 The advantage in having a 
painter established (B) 

4 Fish to European roles (4) 


5 Cardinal to storm about vil- 
lain's fruit (10) 

6 Accomplished model is 
plain (5) 

7 New climb is showing 
potential (7) 

8 Odd starting point for a 
hobby (5-S) 

9 It provides shade for access 
door in Ford (5-8) 

14 Rely on fellows met unex- 
pectedly round fortification 
( 10 ) 

17 Queue endlessly for pres- 
erving fluid (8) 

19 Just the pipe for navy com- 
mander in boat (7) 

21 Increase general unrest ( 7 ) 

23 Raised edge tm a posh dish 
( 5 ) 

25 King remains impulsive (4) 
Solution 9,488 
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LONDON STOCK EXCHANGE 


FTSE All-Share races up to new closing high 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

An uneasy opening by London 
stocks quickly gave way to a 
fresh burst of strength yesterday, 
enabling the FTSE 100 index to 
recoup all of Tuesday's hefty 
losses and driving the All-Share 
up to a new closing record of 
2J82L98, up 19.1. 

London's latest upward move 
took many traders by emprise 
and was mainly driven by the 
derivatives market where the 
FTSE future moved to a premium 
to fair value pulling the cash 
market up with it.' 


Sentiment was given a boost in 
the afternoon by the agreed 3»bn 
bid for Salomon Brothers, the US 
broker, from Travelers. 

Wall Street opened on a strong 
note, with the Dow Jones Indus- 
trial Average driving through the 
8j000 level. There was also keen 
buying of UK banking stocks on 
hopes of more mergers in global 
banking and financial stocks. 

Footsie began the session mar- 
ginally lower, but gradually 
began to make progress, led by 
the future, moving into positive 
ground within 30 minutes of the 
opening and pushing up to finish 
at the day's high of 5,077.2, up 
49.7 and less than 10 points below 
its previous closing high. 


Second-line stocks fared less 
weD, but sdll m anag ed to record 
good gains. The FTSE 250 posted 
a 13-point advance to 4.725L9, only 
6.5 short of its record close, 
reached on March II- The FTSE 
Small Cap index rose 4.S to 
2304-8, still well shy of its March 
12 record close of 23743. 

There was no initial help for 
UK equities from the US over- 
night where the Dow dipped 26 
points and US Treasuries lost 
about half a point And gilts only 
managed to move into positive 
ground late in the session, ahead 
of this , morning’s auction of 
£L5bn-worth of 25-year stock. 

Nat West Securities' strategy 
team lifted its Footsie targets for 


end-1997 and 1938; Its end- 1997 fig- 
ure was lifted by 200 points to 
4300, while that for end-1998 was 
raised from 5,100 to 5.700, with a 
12-month target of 5,600. 

NatWest said it remains ner- 
vous about RpuTir-iai markets in 
the short term. But it cites three 
positive developments; the nar- 
rowing of gilt spreads fallowing 
better than expected PSBR data 
and evidence that the economy is 
not overheating: a results season 
that has not produced a rash of 
profit downgrades; and evidence 
that the net supply of equities 
will remain modest for the fore- 
seeable future. 

BZW, which last month shifted 
its stance on the UK from 


"underweight" to "neutral", said 
it is "looking to upgrade the mar- 
ket farther", . although it cau- 
tioned that ?the evidence to back 
such a view still seems a little 
fight". . 

The investment bank’s added 
"there is quite a good chance that 
the next move in base rates wOl 
be down rather than up and that 
the possibility of Emu member: 
ship not too long after 1999 looks 
tantalising". 

Meanwhile, MeesPierson, the 
Dutch group, said it is closing its 
UK securities business at the end 
of October - a move seen by 
many as the first casualty of next . 
month's shift to order-driven ' 
trading. 


rrse AB-Sftore Index 
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IwSom and ratios 

FTSE 100 50773 

FTSE2S0 47223 

FTSE 350 2440.7 

FTSE Alt-Share •' 238338 

FTSE Afl-Sbam ytatd 329 

Boat perfarnins aacton 

1 Transport U . — 

2 Pharmaceuticals 

3 Tobacco 

4 Ref ers: Food 

5 Banter. Ref , 


Turnowor by 



c-r go 32783 +243 

FTSE Non-Fins p fo 20.14 1939 

FTSElOOFirt Dec 51693 +S13 

10 yr Gat yield 638 6-71 

Long gilt/aqutty yld ratio 2.04 2.02 

Worst performing sectors 

1 Atcohotfc Beverages -3 8 

2 Engineering ’J-* 

3 insurance “J'-f 

4 Breweries: Pubs "TT 

5 Electronic & Elect - 0 - 1 


Salomon 
news hits 
UK banks 


By Peter John, Joel Kibazo 
and Martin Brice 

Leading financial stocks 
with investment banking 
arms were treated cautiously 
in the fight of the news that 
the heat of global competi- 
tion is being turned up. 

News that Travelers Is to 
buy Salomon Brothers for 
S9bn bit National Westmin- 
ster and Barclays, which 
respectively own NatWest 
Securities and BZW. 

Talk of disposals and 
mergers have been associ- 
ated with both for months 
even though Barclays has 
consistently refuted the 
speculation. 

However, the level at 
which Salomon succumbed 
suggested to many analysts 
that forecast takeout prices 
for the significantly smaller 
UK operations were exagger- 
ated. 

And the creation of a new 
global super group was a 
reminder that small is 
increasingly undesirable In 
broking. While the rest of 
the sector moved higher, 
National Westminster lost 4 
to 855% and Barclays 5 to 
5l8%p. 

Meanwhile, HSBC, the sec- 
tor leader, rose as Dresdner 
Klein wort Benson continued 
to recommend the stock as a 
good buy following recent 
weakness in Hong Kong. The 
UK-denominated stock rose 


68‘A to £20.07. 

A feeling that the UK is at 
the top of the interest rate 
cycle swept into the market 
yesterday, helping boost 
retail stocks. 

Dealers are predicting con- 
sumer spending Is likely to 
increase once it is clear that 
people will not have to spend 
on higher mortgage repay- 
ments. A general shortage of 
stock was also said to have 
played a part in the advance 
of several stocks in the retail 
sector. 

The list of stocks in 
demand included Dixons, 
where the shares appreci- 
ated 16Vi to 630p, after trade 
of 2.2m. Sentiment in the 
stock was further enhanced 
by positive presentations to 
institutions, while those that 
regard the stock as cheap 
were also said to be In the 
market 

Also wanted was Boots, up 
24 at 863 Y,p. There was 
vague talk of a broker pre- 
dicting a 90Qp near-term 
share price target 

Turnover in Barton Group 
was a hefty 15m after the 
British clothing retailer 
restructured the manage- 
ment of its multiples divi- 
sion, app ointing three new 
managing directors. The 
shares gained 5 to l33%p. 
with Merrill Lynch said to 
be positive on the stock. 

Analysts dismissed talk of 
a French bid. One said: “The 
shares would have been 
much higher than this if 
such a bid was on the table." 

Rail track gained 23 'A to 
890%p on renewed hopes 
that the company would ben- 
efit from privatisation of the 
London Underground. The 
shares have been on a bull- 


ish tack since a press report 
said a survey commissioned 
by the government had con- 
cluded privatisation was 
unavoidable, while senti- 
ment in the stock has also 
been helped by a series of 
presentations made by the 
company to securities 
houses. Panin ure Gordon 
has a 950p price target on 
the stock. 

BT added 3 at 41 5%p, after 
heavy turnover of 20m 
shares; Merrill Lynch Issued 
25m American -style war- 
rants on shares in BT. Each 
warrant, issued at 53.4p, rep- 
resents one share with an 
exercise price of 430p until 
March 22, 1999. 

Scotia Holdings jumped 
18% to 436p as the biotech 
company announced a natu- 
ral new food supplement 
that has the potential to 
replace weight-loss drugs, 
which have carried side 
effects. The company also 


said it was seeking a listing 
on the US Nasdaq exchange. 

BSkyB took the wooden 
spoon among Footsie stocks 
as competition concerns 
coincided with a bout of 
profit-taking. 

News that a small media 
company is attempting to 
challenge the dominance of 
the BSkyB satellite televi- 
sion network was closely fol- 
lowed by a report suggesting 
that UK football matches on 
pay-per-view television will 
not attract as much money 
as the industry had 
estimated. 

BSkyB has exclusive 
rights to show live premier- 
ship football matches and 
the satellite broadcaster's 
shares fell 1154 to 470%p. 
However, some analysts said 
the stock had climbed back 
from a low of 420p and was 
merely attracting some 
timely selling. 

Shell Transport dominated 


FT 30 INDEX 

Sep 24 Sep 23 Sep 22 Sap 19 Sep 18 Yr ago High law 

FT 30 32783 3254.0 32772 3245.8 3247.6 2818.6 32783 2688.8 

Old dhr. yWd 3.45 3.48 3.B0 £48 347 4.03 432 339 

P/E ratio net 2133 21.16 20.43 21.14 21.18 17.11 2133 1580 

P/E ratio nl 2184 2087 20.15 2085 20.89 1835 21-04 1571 

FT 30 BKt T**""" 1 Ntfi 32 JH2 3MH/97; low 4AJ 2600/40. Bm Dmk 1/7/35. 

FT ao booty ch anges 

Open 880 1080 11-00 1280 1300 1400 1580 1500 WflU Low 
32554 3250.4 32498 32963 32035 32808 32672 32631 32718 32735 3249.1 
Sep 24 Sep 23 Sep 22 Sep 19 Sep 18 Yr ago 

SEAO bagafns 39886 43831 48.832 45805 45028 34881 

Equity turnover f&n/t - 2752 8 2840.1 2670.4 25888 15953 

Equity bargatnst - 42840 45039 42,132 43,309 32816 

Shoes traded (mQt - 7452 874.7 8898 7958 5618 

t&dmhs Mro-marta ana avanaaa tunowr but InokxSng Cmt turnover. 

O FTSE Ma matfcxiri Untold 1997. AX r«ns raservad. -For 1907. 


trading as a substantial 
options-related. and divi- 
d end -connected, trade went 
through fog market. 

The company saw 57m of 
its shares printed on the 
electronic trading screens 
ahead of the stock going ex 
dividend on Monday. A simi- 
lar deal was done last week. 
The shares dosed up 5 at 
449‘Ap yesterday. 

Meanwhile, BP gained 15% 
to <Ul%p with some talk of a 
broker recommendation. 

BAT Industries was lower 
in early trade amid reports 
that a Brazilian court has 
ruled in favour of the family 
of a deceased smoker. How- 
ever. the stock recovered to 
end 10% up at 535p. 

Brent International 
improved 6% to 86p. Suther- 
lands has argued that 
restructuring benefits for the 
chemicals group are . coining 
through. 

However, Meccrntc. the opi- 
ates manufacturer, fell 32% 
to 315p after the group said 
ft expected profits for the six 
months to October 31. 1997, 
to be “appreciably lower" 
than in the same period last 
year. 

Plantation & General 
Investments, in which Nick 
Roditi, one of George Soros’s 
fund managers, has a per- 
sonal 43 per cent stake, shed 
5% to 113%p after it revealed 
interim pre-tax profits more 


Freeport Leisure . more 
than recovered recent Tost 
ground and rose 19% to 

186%p. 

British Airways was near 
the top of the list of FTSE 
100 risers, the stock climbing 
15% to 664%p, In a move said 
to have been prompted by 
newspaper comment that 
highlighted “unfairness" in 
the EU stance over the 
planned alliance with Ameri- 
can Airlines. 

Shares in British Aero- 
space were among the- big 
FTSE 100 faDers as the stock 
dropped 23 to £16.27% on 
fears that it might suffer in 
the fell-out from the court 
proceedings against . two 
British nurses charged with 
committing, murder In Saudi 
Arabia. . 


FUTURES AND OPTIONS 

■ FTSE 11)0 INDEX FUTTJHES (UFFE) EZS per M Inctet P°CTt ftS? 

. Open Sett pnee Change Hgh t-0" Esfc rot O P” ** ■ 
Dec 51100 51698 +518 5173.0 5088.0 7584 6387B 

Mar . 51500 52138 +51.D 0 5805 

■ FTSE flSO INDEX FUTURES IliFFE) £10 par full indeic point 


■ ITOiroWPEXOFT1OW(LlFF^r507Z f CIO per M Wax point 

4800 4850 5000 5050 5100 6150 SSOO S2S0 

• C F CPCPCPCPCP CPCP 

W 257 30a -2M 0i life 80 WhTTh. 114 lOfe Wa t25 Mh «*2 J9J 

NW JZSIj 00 2BS 93 2®hl071 2 21Bl2 128*2 188 150*21 Wz172ht»2 200 113* 231 

Dec ' 370*2 HM 1 2332l2l18 1 2 -298 1 35*2267*21502 237 1741a 207 W 252 

JO «B*z 132 3671a 148 3391a 166 3111a 188 2D 2* 285 

tat SHI* 1 ! 4»li2Wa 409 £70*2 MB 314 

CM 734 Pitt .1,316 

■ EURO STYLE FTSE 100 INDEX OPTION (UFFQ CIO per fufl tndex point 

- 4BH5 4379 5025 50]% 5125 5175 5SSS 5275 

Oct 231 40*2 19T 52 IBB 67 127 Mh 99 108*2 75*2 132*2K*2 1162*2 39*2 198 

MW 304 85*2 SB 99 234 ! 14*2281 *2l31*a172<2 152 1« 174£ 12 200 WB* 2 2S 

Dec 347121071a 313 mhZ&l 1® 2 * 8*2 156 86*2175*2182*2198*2 167 222 WhWh 
Mar MPa 189 384*2 203 325*22W*2 271 as 

tat. 529*2 .204 *7 2»*2 407*2271*2 *1 309*z 

cm £258 Pm 8 JK 0 - tkdartrtng Ms nte. Brertures xhwn are beta on aatnemm pta* 

T long dated «*y nmsa. 


LONDON RECENT ISSUES: EQUITIES 


taw Ant MM. 
price pekl cap 
p up 


cep 1087 ' 

pmj High • Low Steak 


I FA - 415 395 AitoUpsaUtB 39712 

§ FA 541 105 105 tAran Reeouaei 106 

FA . 91.7 llrii 101 Efttrf&Wftf ' 116% 
§100 KP. - 315 Mflla 109*2 CBmmefl Lafcf 148*2 

100 FP. 7.05 I27h 10912 fcmptatad UK 127*2 

FP. ' - . 125 114 aes 

§ FP. 881 66 92*2 fGRHakfinga 

§160 F P. 331.7 207*2 162*2 GtaitWpB . 

§125 FP. 543. 135 WHz 

§134 FP. 647 1351a 1341* s SOMkna 
§180 FP. 178 185 172^ ikfcisMwLtia- 
100 FP. 318 112*2 - HeaboumeMoBn 

§100 FP. 7.8S 12012 lOftiSBSawp 


Close 
price 
P - 

397*a 

105 

116% 

Ufil +3*2 


Net Qw. Gre P/E 
cSw. cov. ytd red 


■ Major Stocks Yesterday 

VbL Cloati B Hoy's 
000a once cTnrna 


§134 FP. 
§180 FP. 
100 FP. 
§100 FP. 

- FP. 

- FP. 
FP. 
FP. 


1051a tSBSQwp 
30 Severn Ttant B 


121 ml - 
62lz, , 

Z73*2 -12 
• '. ‘ 
issia 
■ 185 
\04h 
into- 


Pa LX8 2.1 12148 

♦7 Ml .46 48 1.4 19.1 

2225 - 28 - 

. - - -418 

12 L)U 5.7 04 44.1 


at 3.000 

AMUESCAP 1.100 

ASOASmef 5500 

Abbey NeUorarf 1800 

Hnan ' 146 

ABanca LLekeetari 1300 
MM Domocqt %S00 

Anwraftam - 1S3 

Anglian Water 334 

Aipoe 1/400 

ArioWtaglrB 3JXO 


516fl +3 

399 tO 
106»i +*U 

BBBh 4171* 
1045 -02 
TO>a *71* 
*Tfh . *B 


- 45.5 

LSN28 6L0 14 114 


L24 28 2.7184 


37% tStBrfcr Warrant* - : 40 +1% 


- 22\ ’18% Thom B 
728 68 I 2 SPa VtgtaTedr 


■ London mariwt data 


RIbm end Me* 52 Week Mghsntd lows LBTE Equity options 

Total rues 861 Total Highs 144 Total eoriTKta 77836 

Total Mb S17 Total Lorn 49 Cato 9,786 

Same 1889 Puts 68,050 

Sep 24 ‘Data based on Equity Bharas Hated on the London Share Service. 


FTSE GOLD MINES INDEX 


than doubled to £879,000 but t AJn™*a Invemwn MtaM, S p**- *.iittoducttdn. Fore n# 

no dividend. It also, plans to 

focus on Africa, and wiU sell 

non-African interests in a 

“major restructuring". 

Tarmac continued the » 
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Rockwell investors have 
seen sales and earnings 
growth in our electronics 
businesses of 21% and 
30%, respectively, over 
the last five years. 

Rockwell 
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Currency movements influence markets 


WORLD OVERVIEW 


Currency movements were 
a strong 1 influence on 
many world stock markets 
yesterday as the dollar weak- 
ened against both the yen 
and the D-Mark, writes 
Philip Coggan. 

Japan’s "Mr Yen". Eisuke 
Sakakibara, sounded a warn- 
ing against excessive fails in 
the Japanese currency while 
Hans Tietmeyer, the Bundes- 
bank president, said Ger- 
many would do everything 
possible to stop the D-Mark 
from depreciating. 

The two comments 
prompted a change in mood 
in the foreign exchange mar- 


France 



Jan IBM 

Sou/co- rvin.nin.n-- 

kets, which bad previously 
felt, after the G7 meeting at 
the weekend, that the lead- 
ing nations were relaxed 
about the dollar’s strength. 
The US currency quickly 


S«P 


dropped by Y3 and 2 pfg. 

However, the Tokyo stock 
market overcame the effect 
on its exporters to end 
higher, while European 
stock markets for once man- 


aged to shrug off the weaker 
dollar and end mostly 
higher. 

Indications that German 
inflation dropped to 1.8 per 
cent in September helped 
sentiment, reducing fears 
that the Bundesbank would 
need to raise interest rates. 
The Dax index rose L45 per 
cent in post-bourse trading. 

“The impulse behind, 
the European markets in the 
first half of the year has 
been the appreciation of the 
dollar” writes the European 
team at BZW In its latest 
note. "So the dollar-sensltive 
markets [Switzerland. Hol- 
land and Germany] have per- 
formed best. This story is 


probably over. 

"The next game is likely to 
involve domestic growth and 
interest rates.” adds BZW. 
“It's difficult to get excited 
about either In most of care 
Europe. Monetary policy 
may come In a little bit ligh- 
ter than the market expects 
but the risks ate that growth 
will disappoint. But Italy - if 
the country makes it into 
Emu. particularly in round 
one - would look exciting on 
both counts.” 

There was plenty of other 
news to take investors' 
minrig p ff the t *nn i » nHp^ Tn 
France, attention was obvi- 
ously focused on the budget, 
although many of the details 


had been trailed in advance. 
The government forecast 
that the economy would 
grow by 3 per cent in 1998 
and the budget deficit would 
drop to 3 per cent of GDP 
that year. The CAC 40 con- 
tinued its rebound from its 
August losses. 

In New York, the S9bn pur- 
chase of investment bank 
Salomon Brothers by Travel- 
ers caused another round of 
takeover speculation in the 
financials and helped the 
Dow Jones Industrial Aver- 
age regain .the 8,000 level 
during European ? trading, 
hours.' ; . 

London market,- Bilge 30 


Dow gains on 
$9bn bid for 
Salomon 


Paris rides out Sanofi storms 
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An agreed $9bn takeover Tor 
top Wall Street bouse Salo- 
mon Brothers plus firmer 
Treasury bond prices sent 
blue chips and financial 
stocks higher in morning 
trading, writes John Labate 
in New York. 

News of the takeover of 
Salomon by the Travelers 
Group sent the former np 
$7’/» or nearly 10 per cent at 
$78!A, while Travelers 
slipped $l& to STOti. 

“The psychology of the 
market doesn't t hink this 
merger mania is over.” said 
Arthur Hogan, senior equity 
trader at Morgan Stanley In 
New York. Shares of other 
financial groups recently 
subject to bid rumours rose 
in the wake of the Salomon 
deal. "This suggests that 
another major deal may not 
be far off." said Mr Hogan. 

Donaldson. Lufkin &Jen- 
rette surged S2{1 or nearly 5 
per cent at $68% while Leh- 
man Brothers Holdings rose 
$1% at $50%. 

The Dow Jones Industrial 
Average, which had moved 
above 8.000 earlier in the 
day. was 23.83 higher at 
7,99339 at 1pm. The broader 
S&P 500 index rose 3.13 at 
955.06. Smaller stocks also 
moved higher with the Rus- 
sell 2000 index g aining less 
than a point at 450.02. Major 
risers in the Dow included 
AT&T, up $1A at M5g and 
Hewlett Packard, which 
gained $1& at $71%. 

Bond prices rose prior to 
the afternoon auction of 
$ll-5bn in five-year notes. By 
midday the benchmark 30- 
Year Treasury bond was up 
% to 1003. sending the yield 
down to &330 per cent. 

With bonds higher, bank- 
ing stocks gained ground as 
the BKX index of the Phila- 
delphia Stock Exchange rose 


1.26 per cent at 727.75- Bar- 
nett Banks, which 
announced it would take a 
third-quarter charge for its 
stock option plan, gained 
$2ft at $73/=. 

Mixed results in the tech- 
nology sector sent the Nas- 
daq composite index mod- 
estly higher, rising 3.59 at 
1,700.95. Chip stocks were 
weaker. Intel lost $1% at 
$97% and Microsoft $1% at 
SI 34%. Micron Technology 
continued to fall, dipping 
$1% at $35%. Amazon.com, a 
recent favourite among 
Investors, slid $2% at $52%. 

TORONTO tracked Wall 
Street through a morning of 
relatively light trading. Most 
leaders moved higher with 
good gains showing among 
banks and at drinks and 
entertainments leader Sea- 
gram. which announced the 
renewal of its share buy- 
back programme. At noon, 
the 300 composite index was 
up 19.37 at 7,033.60. 

Banks led the way up. 
Royal Bank of Canada 
gained 55 cents to C$68,65 
and Bank of Montreal added 
50 cents at C$59.90. Toronto- 
Do mtni on Bank rose 30 cents 
to C$47.60. Using a better 
day for the bullion price as a 
springboard, golds also 
improved. Barrick and 
Placer Dome both put on 20 
cents, rising to C$30.55 and 
C$22.55 respectively. 

Seagram, which plans to 
extend its share buy-back 
plans for a further year, 
gained 30 cents to C$50.35. 
Among high techs, BCE 
added 45 cents at C$42.70 and 
Northern Telecom C$2.20 at 
C$148.20. Newbridge Net- 
works rose 35 cents to 
C$88.05. 

Software group Corel 
stood out among second lin- 
ers, dipping 5 cents to C$6.90 
in advance of third-quarter 
results. 


Shares in PARIS put aside a 
dramatic shake-out for drugs 
leader Sanofi to move ahead 
on a broad front with senti- 
ment underpinned by confir- 
mation of an expansionary 
budget 

In the most active session 
for some weeks, the CAC 40 
index finished with a gain of 
26.54 to 3,023.77. Volume fell 
just short of 17m shares. 

Just after the opening bell 
Sanofi announced that it 
was abandoning plans to 
seek authorisation in the EU 
and North America for its 
Skelid anti-osteoporosis drug 
and the shares practically 
fell apart at the seams. 

Hit by a raft of instant bro- 
ker downgrades, they 
plunged to FFr533 before set- 
tling FFr83.00 or 13,1 per 

Sanofi 
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Caracas slips early on 


CARACAS ran into 
profit-taking after the solid 
gains of the four previous 
sessions, which culminated 
in an all-time high on Tues- 
day. “There are no surprises 
in this. The locals have been 
pocketing their recent win- 
nings and there been some 
foreign selling too,” said one 
broker. At midsession the 
IBC index was off 125.93 or 
1.2 per cent at 10,691.15- 
MEXICO CITY moved 
higher as the buyers showed 


signs of wanting to return 
after Tuesday's mild selling 
pressure- The IPC index was 
up 273.0 at 5.285.62 at midses- 
sion. Index heavyweight Tel- 
mex gained 32 centavos to 
20.10 pesos. In financials 
Bancomer added 4 centavos 
to 5.46 pesos and Banamex 
put on 30 centavos to 24.10 
pesos. 

SAO PAULO gained 
ground early. At midsession 
the Bovespa Index was 101 
higher at 11.617. 
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cent lower at FFr552. At 
2.2m traded, volume set a 
record. Elf Aquitaine, which 
controls the company, added 
FFr6.00 at FFr811 after 
trailing by 3 per cent at one 
stage. 

“This Is as big blow for 
Sanofi If all had gone well 
for Skelid, the drug could 
well have racked up sales of 
$50 0m in a peak year or 
roughly 25 per cent of total 
Sanofi turnover in 1996,” 
said one sector analyst. 

Usinor surged after CS 
First Boston raised its earn- 
ings estimates for the steel- 
maker and upgraded from 
“buy to "strong buy”. The 
shares jumped FFr5.10 to 
FFr119. Motor components 
leader Valeo rose FFr22.1 or 
6 per cent to FFr388.6 follow- 
ing an upbeat investor pre- 
sentation. 

Schneider was a strong 
market in the wake of better 
than expected interim 
Tesults, adding FFr12. 50 at 
FFr363.5. Air Liquide rose 
FFr4L0O to FFr976 ahead of 
today's interim statement. 
Tuesday’s weak results con- 
tinued to depress LVMH, 
which came off FFrii to 
FFrl.283 for a two-day 
decline of nearly 9 per cent. 

FRANKFURT was sharply 
higher in late electronic 
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trade on the back of Wall 
Street's gains and a firmer 
domestic bond market The 
Ibis-indicated Dax index 
picked up 59.18 to 4,150.95 as 
the market digested a news- 
paper report quoting Hans 
Tietmeyer the Bundesbank 
president, saying the depre- 
ciation of the mark was not 
good for Germany. 

The carmakers performed 
strongly. Daimler-Benz rose 
DM5.45 to DM14420, Volks- 
wagen picked up DM21 to 
DM1226.50 and BMW was up 
DM3620 at DM 1.40420. 

Deutsche Rank ended up 
DM1.60 at DM116.20 after 
Rolf Brener, the chairman, 
was quoted as saying that 
the bank planned to make 
savings of at least DMlbn a 
year. 

AMSTERDAM edged 
lower, with steel group Ho t> 
govens racking up the heavi- 
est fall among leading 
stocks. The shares fidl FI 1.70 
to FI 126 and the AEX index 
ended down 325 at 90529. 

Selected publishers contin- 
ued to gain ground, with 
Welters Khiwer up FI 5.40 or 
22 per cent at FI 24920. DSM 
rose FI 3.50 to FI 193 ahead of 
this week’s presentation to 
analysts. 

Luxury goods group Gucci 
fell FI 19.00 to FI 9620 after 
warning that difficult mar- 
ket conditions would restrict 
second half growth. The 
announcement prompyted 
Morgan Stanley downgraded 
from “strong buy” to “neu- 
tr al”. 

ZURICH, flat on the day, 
was enlivened by individual 
restructuring themes at Nes- 
tlfi and CS Holding. The SMI 
index finished 2.1 highw at 
5.732J5 

Nestle registered added to 
Tuesday's SFr47 rise with 
another of SFrll, taking the 
shares to SFr2,052, after a 
well-received presentation to 
investors in New York by 
Peter Brabeck, the new chief 
executive, on Tuesday even- 
ing. 

CS Group rose SFr3 to 
SFrl98£0, extending its rise 
over the past 10 sessions to 
112 per cent as the planned 


Tokyo finishes higher again 


ASIA PACIFIC 


Tokyo rose for the fourth 
consecutive session on 
active buying of blue chips, 
writes Owen Robinson. The 
Nikkei 225 average gained 
218.76. or 1.2 per cent, to 
close at the day's high of 
18,420.08. 

With the market closed on 
Tuesday for a national holi- 
day, yesterday was the final 
trading day for September 
delivery, and domestic inves- 
tors continued selling high- 
priced issues to take profits 
before the September 30 
book-closing period. 

However, robust buying by 
brokers, foreign investors 
and public pension fund 
managers helped the 225 
average recover from a 
flurry of selling of blue-chip 
exporters following the yen's 
mid- morning surge against 
the dollar. 

Volume rose from 476m to 
an estimated 489m shares. 
The Topix index of all first- 
section stocks gained 21.65 to 
2,424.17 and the capital- 
weighted Nikkei 300 was up 
4.82 or 1.7 per cent to 280.50. 

High-techs were the day’s 
winners. Advantest rose 
Y800 to Y 12200, Sony Y600 
to Y11.500, Tokyo Electron 


Indonesia 

Jakarta Compos i te 
750 — ; 



Aug 1997 Sop 
Sums Oanstamwicv 

Y240 to Y7.560 and TDK Y600 
to Y10.700. Electricals were 
mixed. Hitachi fell Y20 to 
Y1.100 and Sharp shed Y20 
to Y1.150 on talk of poorer 
than expected earnings. 

Carmakers did well. 
Toyota rose Y40 to Y3.760 
and Honda hit a record 
intra-day high of Y4.460 
before ending at Y4.380. up 
Y100. Bridgestone also hit a 
new intra-day high, rising to 
Y3.020 before finishing at 
Y3.010, up Y50. 

In Osaka, the OSE average 
gained 9826 to 19,025.06 in 
volume of 162m shares. 

JAKARTA rose for the 
fourth day running, break- 


ing back above the 550 level 
following strong demand for 
index heavyweight, Telkom. 
The composite Index gained 
1416 or 2.6 per cent to 553.65. 

Brokers said Monday's 
interest rate cut by the cen- 
tral bank was the main driv- 
ing force. Telkom bounced 
amid talk of tariff increases 
and following an overnight 
rise in New York. The shares 
rose Rp75.0O to Rp3,575. Lon- 
don Sumatra gained more 
than 10 per cent to Rp4,000. 

BANGKOK continued to 
gain ground. The SET index 
added 1029 to 547.02 for a 
two-day advance of 45 per 
cent, although turnover 
stayed moderate at Bt3.5bn. 

There was said to be 
steady buying ahead of the 
weekend parliamentary vote 
on a new draft constitution. 
A better day for the baht 
also helped sentiment. 

Bangkok Bank was the 
day's most active stock, 
adding Bt5 to Btl30. Dhana 
Siam rose Bt2 to Bt28. 

MANILA clawed back 
much of the previous ses- 
sion's 2.2 per cent loss after 
the central bank reduced 
banks’ liquidity reserves 
requirement. The composite 
index rallied 27.37 or 12 per 
cent to 2,077.04 


Traders said worries about 
corporate loan defaults con- 
tinued to unsettle sentiment 
Inflation doubts were also 
beginning to resurface fol- 
lowing Tuesday’s fuel price 
rises. 

HONG KONG edged ahead 
after a day of sharp swings 
in the main index and in 
China-linked issues due to 
continued uncertainty In 
regional equity and foreign 
exchange markets. 

The Hang Seng index 
closed 111.06 higher at 
14205.44, well off the day's 
high of 14291-61, in turnover 
that fell to HKS12.2bn. 

Mainland Chinese markets 
rebounded as official com- 
mentaries set out to assuage 
fears of faster market 
ex pansion. 

SHENZHEN'S domestic A 
share index picked up 6.6 per 
cent after tumbling 7.5 per 
cent on Tuesday while the 
hard currency B index 
picked up 1.07 points to 
128.52. SHANGHAI'S A 
shares Jumped 6.7 per cent 
on the same assurances that 
the market would not be 
flooded with new shares, 
while the B index rose 1.131 
points to 75.900. having seen 
a 3.4 per cent grin earlier tn 
the day. 
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merger with Winterthur 
Insurance won investor 
approval. Winterthur, up 
SFr25 at SFrl,431, extended 
its rise over the same period 
to 10.6 per cent 

Novartis suffered from the 
lower dollar and from 
switching into rival Roche. 
Novartis lost SFr26 to 
SFr2269, while Roche certifi- 
cates closed SFr90 higher at 
SFr 13,460. 

SAir Group, parent com- 
pany of Swissair, was a clear 
outperformed rising SFr42 to 
SFrl,960. The stock was 
actively traded after a parlia- 
mentary vote to maintain 
the company's existing con- 
cessions for .scheduled 
flights until 2008. 

MILAN pressed ahead, led 
by gams in telecommunica- 
tions and hank shares. The 
real-time Mibtel index fin- 


ished 151 higher at 15219 but 
the Comit Index turned back 
to close 4J56 lower at 991.84 

Compart jumped L55.3 to 
L9844 on speculation that It 
planned to reorganise its 
subsidiaries, which Include 
La Fondlaria. The insurer’s 
shares soared 1655 to L9.598. 

Stefanel jumped . L151 . to 
L3.168, extending its rise 
over four sessions to 21 per 
cent, as Standard & Poor's 
Markets cope recommended 
the export oriented clothing 
company and set a target 
price of L4.000 in 12-15 
months. 

Financial services group 
Mediolanum rallied L1385 to 
12 &JB 82 on news that consoli- 
dated profit rose 39 per cent 
in the first half. 

Banca Fedeuram extended 
its advance over nine ses- 
sions to 25 per cent, 
although analysts noted that 
the L39 rise on the day to 

Johannesburg was closed 
for a public holiday 

. L7.597 suggested that its 
rally was slowing. . 

ISTANBUL pressed further 
into record territory. 

The IMKB National-100 
index dosed 74 or 3.1 per 
cent higher at 2,487, extend- 
ing the rally since the start 
of the month to 25.6 per cent - 
-The index brushed a trading 
■high of 2^04 in late trade. 

Written and edited by MchaaJ 
Morpn and Jcffny Brown 
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After two years of record 
gains, fuelled mostly by 
failing long-term interest 
rates, the Lisbon stock mar- 
ket is counting on Portu- 
gal's greater integration 
into Europe to provide fur- 
ther progress. 

Analysts forecast that 
the BVL- General index, 
which has risen 55 per cent 
since January after.'gdiniug 
more than 30 per cant in 
1996, could increase a fur- 
ther 15 per cent by the end 
'of the year. 

Further solid growth is 
expected In 1998, based on a 
consensus that Portugal 
will comfortably meet the 
criteria for being a founder 
memberdfEurop^ ' eco- 
nomic and monetary nninn; 
Economic grijwth is fore- 
cast at 3.5 per cent or more. 
this year, well above the 
EU average. 

Making the grade for 
Emu is expected to have a 
strong impact on Portugal's 
short-term interest rates, 
where a from the present 
5.3 per cent decline to 4 per 
cent is widely expected by 
the time the first Euro par- 
ticipants are selected in 
mid-1998. 

According to analysts, 
this is likely to speed up 
the transfer of funds from 
bonds Into equities. Since 
January 1996 the differen- 
tial between German and' 
Portuguese 10-year bond 
yields has narrowed from 
350 basis points to about 60 
basis points. 

“The fall in short-term 
rates will create further 
liquidity to be channelled 
into equities” says Diego 
Hernando of Lisbon bro- 
kers Midas. “The net cash 
flow into shares will 
remain strong.” 

Other developments .are ’ 
adding to the buoyancy. 
Lisboa officially makes the 
transition from an emerg- 
ing to a small developed 
European market;.’ on 
December 2, when it will be 
included' in Morgan Stan-. - 
ley's MSGI Europe ihdek; : . 

The 'reclassification' : 
reflects -the strong growth , 
of the stock market, where 
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capitalisation has increased 
threefold since 1991 to 
$32bn for equities alone 
Equity turnover has grown 
10 times over the same 
period, reaching a monthly 
average of $L5bn this year. 

Half of this growth stems 
directly from Portugal's pri- 
vatisation progr amm e, 
which is one of the most 
extensive in Europe. Priva- 
tisation issues raised 
record Es464bn In 1996, 
equivalent to 3 per cent of 
GDP, and are expected to 
bring in a further Es730bn 
this year. 

This has stimulated inter- 
national interest. Foreign 
investors increased their 
net holding s of Portuguese 
equities by $lbn in the first 
half of this year and 
account for abont 35 per 
cent of trading volume. 

A secondary offering of 
26 per dent of Portugal 
Telecom, worth $2bn at cur- 
rent prices,' now under 
way, and an initial public 
offer of about 30 per cent 
Brlsa, a motorway opera- 
tor, due by December, are 
seen as attractive entry 
points for new foreign 
Investors. 

. Portuguese equities are 
not cheap on a price/earn- 
ings ratio of 20 times 1997 
earnings. Bat Mr Her- 
nando, for one. believes Lis; 
bon is not overvalued when, 
compared with previous 
periods of sharply felling- 

interest rates. . 
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CHASE 


When Hong Kongs MTR Corporation sou 
to construct a new Airport Railway 


nctng 


Chase 



MTR Corporation tapped Chase’s expertise in. global ra pft al to structure 
and execute a HK $3-5 billion syndicated loan- which was increased to HK $5.0 
billion to meet the overwhelming response from investors around the world- 



i 


“Chase has worked closely with us for several years. Their 
fami l i arity with our business, the issues we face and our 
needs, coupled with their strength in financing, contributed 
to a highly successful transaction, which was rated as one. 
of the best Asian syndicated loans of the year.** 


(from left) Jimmy Lau,Treasorer, 
Kelxh VUen.An>lfum Xreaauiiee 
Ownrm Kvrafc, Horace Director 
. MTR CorponkioB 



CHASE. Tlie right relationship is everything: 


t> 1977 The Out Mamhxrna Corporatcm 
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The chemicals industry makes a rod for its 
own back with reinvested profits fueling 
overcapacity, says Daniel Green 

Little gain for 
self-inflicted pain 


GLOBAL ETHYLENE PRODUCTION AND PRICES 
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A senior executive or 

Motorola, the US electronics 
company,, used to say life in 
Uramicrbchip industry con- 
- stated of three bad years and 
one worse. Chemicals Indus- . 
try .executives might envy l 
that lifestyle: in their busi- 
ness there are usually three 
terrible years for each bad 
year._ 

Last year was only consid- 
ered a bad year. Experience 
suggests that not too long 

from now things will get 
worSe, although where in 
chemicals that happens* and ' 
at what pace, is likely to 
vary widely. 

This phenomenon is 
driven by cycles of interna- 
tional economic growth, by 
movements in input and 
product prices and by adjust 
ments to industrial capacity. 
It him five stages: 

• ■ Stage 1; In times of eco- 
nomic growth, demand rises 
rapidly because chemicals 
are raw materials for other 
manufacturing industries. 
Profits rise more rapidly 
than * sales because most ibf 
the costs of chemical produce 
tlon are in the capital 
invested in manufacturing 
plants. - 

• Stage 2; However, Chemi- 
cals -plants are . of varying \ 
ages and efficiencies. Their 
owners -Continually try' to-, 
improve. them thnyugh tech-- 
nological improvements and 
they do that when they have- 
span cash. The result is -that 
much of the profit earned 
during economic growth is 
ploughed -back into the 
building bf a new generation 
of manufacturing plants. 

• Stage 3; This leads to a 
sharp rise In manufacturing 
capacity. As the new plants 
come onstream, the increase 
in capacity begins to depress 


prices. The profitability of 
some of the older, less effi- 
cient, plants is Jeopardised. 

• Stage 4: The wider eco- 
nomic cycle turns down.' 
Manufacturers of consumer 

'.and ' industrial goods cut 
their orders of raw materials 
and chemicals' manufactur- 
ers reduce production In 
response. This further 
undermines the profitability 
of afi but the most efficient 
factories. 

• Stage a; Hit by the double 
whammy of falling prices, 
thanks to overcapacity, and 
failing demand, as a result of 
the wider economic down- 
turn, the chemicals industry 
lays off employees, closes 
older plants, restructures 
through mergers and acqui- 
sitions and waits for eco- 
.nomic recovery. 

Today, much of the chemi- 
cals industry is poised 
between stages two and 
three of this sequence. 

This year, first half finan- 
cial results have been mixed. 
Of the big three German 
companies. Hoechst and 
BASF disappointed investors 
while Bayer pleased them, in 
the US, there were more 
companies reporting higher 
second quarter sales and 
profits, such as DuPont and 
Dow Chemical, than those 
that did not. such as East- 
man Chemical and Arco. 

The reason for this incon- 
sistency is that not all parts 
of the chemicals Industry 
move at the same speed 
through the five stages and 
not all are at the same point 
in the sequence. 

For example, demand for 
ethylene-based chemicals 
{ricked up rapidly last year 
Ethylene is the main build- 
ing block in petrochemicals 
and its manufacture is the 


most capital intensive part 
of the chemicals business. 
Its products, such as the var- 
ious types Df polyethylene, 
are used in film - for bags 
and sheets - and mouldings. 

By the end of the first 
quarter of this year, ethyl- 
ene prices had fallen sharply 
as now capacity came on 
stream. The decline was 
stopped over recent months 
by plant shutdowns for 
maintenance or because 
there had been accidental 
explosions. But chemicals 
Industry analysts believe 
that prices will fall again 
soon as maintenance shut- 
downs come to an end and 
explosion-damaged plants 
are repaired. More factories 
are opening over the next IS 
months, especially in the US 
and Asia. The outlook for 
interest rates is upwards and 
that increases the chances of 
economic slowdown. 

And, in recent weeks, the 
ethylene price has fallen 
sharply again In Asia, where 
most of the new capacity is 
being built. Oil industry ana- 
lysts at stockbroker Jardine 
Fleming are particularly 
bleak on the outlook for 
Asian petrochemicals. They 
point not only to “vast Asian 
expansion" in capacity 
scheduled for 1999, but cur- 
rency weakness hurting 
companies with dollar 
denominated debt and "a 
rebounding oil price** which 
increases the petrochemicals 
industry's costs. 

Elsewhere in chemicals It 
is possible to be more opti- 
mistic. Earnest Deavenport, 
chairman and chief execu- 
tive of Eastman Chemical in 
the US, argues that ethylene- 
based industries are in much 
worse shape than his area, 
PET, the fast growing plastic 



that Is a packaging alterna- 
tive to PVC. PET is made 
from paraxylene. not ethyl- 
ene. 

He believes the PET cycle 
is at a different point to that 
of ethylene. The price dip 
has happened, so recovery is 
around the corner. 

PET is fetching “in the low 
to mid fifties {cents per 
pound]," he says. This is 
sharply up on the recent 
lows of around $0.40 but still 
well below the last peak of 
about $0.80, hit In 1995. 

His optimism may be 
short-lived. Now that the 
price is rising, the company 
may only be at stage one in 


the cycle. There are plenty 
of operating profits around 
but they are being spent on 
building new factories: East- 
man's second quarter post- 
tax profit was down 20 per 
cent on the second quarter 
of 1996 and the company has 
already embarked on a pro- 
gramme intended to ensure 
that most of the new PET 
capacity being built is its 
own. 

Tbere is little solace for 
the industry in bulk (nan-pe- 
tro) chemicals or in fibres. 

The textiles industry - 
fibres' customer - has had a 
tough time as production 
has drifted out of developed 


countries to regions which 
combine low labour costs 
with reliable skills and Infra, 
structure, such as east and 
south-east Asia. 

Construction has bad a 
patchy recovery which, in 
turn, has limited demand for 
the bulk chemical titanium 
dioxide, an important ingre- 
dient in paint. 

The most extreme 
response to the decline of 
bulk chemicals and fibres in 
Europe has come from the 
UK's Imperial Chemical 
Industries. ICI has re-in- 
vented itself as a speciality 
chemicals company by sell- 
ing off its fibres and bulk 


chemicals (including tita- 
nium dioodde) businesses to 
DuPont of the US in July for 
S3hn. That followed its May 
acquisition of the speciality 
chemicals arm of Anglo- 
Dutch consumer goods giant 
Unilever. 

The theory is that special- 
ity chemicals have a greater 
intellectual content than 
bulk or petrochemicals. For 
example, tbere may be pat- 
entable materials and pro- 
cesses and customers are 
prepared to pay a higher 
price for less widely-avail- 
able materials. 

The disadvantage is that 
volumes are usually smaller. 
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affecting the level at which 
profitability kicks in, and 
that many materials that are 
labelled “speciality chemi- 
cals”, such as vitamins, have 
no intellectual content and 
are, therefore, as vulnerable 
to oversupply and competi- 
tion as bulk chemicals. 

This has been the problem 
bring Roche, the Swiss com- 
pany, whose vitamin C busi- 
ness has been under sus- 
tained assault from 
producers in China. 

ICI's strategy has won 
applause from investors, but 
Roche's experience shows 
that moving into specialities 
does not necessarily mean 
escape from the industrial 
cycle. 

In chemicals, normality is 
painful and unpleasant. 
Relief comes in brief bursts 
of high profitability during 
which manufacturers con- 
tribute to the next bout of 
pain through enormous con- 
struction programmes. 

It is possible to make 
money in chemicals but the 
real challenge is to to secure 
long-term fortunes. Most 
chemicals companies are 
already braced for the next 
downturn which may 
already have started in some 
parts of the world and in 
some types of chemical. 
Chemicals still inhabits a 
world where survival equals 
success. 



Degussa on Research and Development 


Progress never 
tires. 


The automobile indus- 
try has pulled all the stops 
to develop new technol- 
ogies and solutions that 
translate into even greater 
economic and environ- 
mental benefits. 

And Degussa is part 
of it. We are working 
together with leading tyre 
manufacturers to put some- 
thing on wheels today that 
will satisfy the require- 
ments of tomorrow’s tyre 
generations. 


An important element 
of this tyre concept is the 
combination of silica with 
carbon black and organosi- 
lane - all three are products 
supplied by Degussa. 

And what tyre manu- 
facturers are rolling out is 
nothing short of squaring 
the circle. With up to 30 
percent less friction whilsr 
enhancing grip, stability 
and durability, the so-called 
«green tyre* improves fuel 
economy by almost 5 per- 


cent. And the fact that it is 
perceptibly quieter as 
well is something we do not 
mind saying out loud. 

For Degussa, it all 
began with gold and silver. 
Today, we shine in many 
more fields. 
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United States • by Tracy Corrigan 


Ready when reality 
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US giants are 
prepared for the 
competition when 
the good times 
come to an end 

For the last five years or so. 
the big US chemicals compa- 
nies have had It alt a strong 
economy combined with 
aggressive cost-cutting and 
reshuffling of their busi- 
nesses have produced steady 
earnings growth. 

"Most businesses have 
kept costs down by cutting 
head count and closing inef- 
ficient plants. They have 
generally done a good job of 
restructuring and cutting 
costs but part of their 
increase in earnings is 
explained by the 6-7 year 
economic expansion. 1 ' 
according to Mr Chris Willis, 
chemicals analyst at Schro- 
der in New York. 

US chemical producers 
have led a trend for focusing 
their businesses which their 
European peers are now pur- 
suing. “US companies have 
been resh ufflin g their portfo- 
lios for at least five years." 
says Mr W illis . The trend, he 
says, is not necessarily to 
focus on speciality chemicals 
with their higher margins, 
though some firms have 
taken this route, rather, the 
key is “to focus on increas- 
ing strength in core busines- 
ses and divesting underper- 
forming businesses". 

One example is DuPont, 
which sees itself as a com- 
modities chemicals business 
with a strong global position 
in all its main areas. This 
explains why DuPont was 
willing to buy Imperial 


Chemical Industries's pig- 
ments and polyesters busi- 
nesses for S3bn in July - 
even though these were busi- 
nesses which ICI was keen 
to get rid or In its pursuit of 
higher-margin speciality 
businesses. 

"ICI has chosen to move 
towards the consumer end of 
the business." said Mr John 
Krol. DuPont's chief execu- 
tive officer at the time of the 
acquisition. “Our strategy is 
to take some of our busi- 
nesses. where we have a 
strong position and low cost 
base, global." 

DuPont's restructuring of 
its businesses in the last 
four years - it had already 
bought ICTs nylons business 
in 1993 - has left the group 
with “16 or 17 businesses 
most of which are very 
strong globally.” Mr Krol 
added. 

Dow Chemical, the other 
US ohamirals giant, bag also 
streamlined its portfolio in 
recent years. According to 
Mr Willis, the company has 
in addition “reined in its 
capital programme signifi- 


cantly" and is doing “more 
joint-venturing". US chemi- 
cal companies have been 
active in cost-cutting, with 
most companies embarking 
on aggressive programmes 
aimed at taking hundreds of 
millions or dollars of costs 
out over a period of years. 
This has helped the compa- 
nies cope with the inherent 
cyclicality of their busi- 
nesses - albeit in a strong 
global economy. 

"One of the things that has 
helped us is that, years 
before the Europeans, we 
were looking at cost-struc- 
ture and doing a lot of down- 
sizing," says Mr Earnie Dea- 
vonport, chairman of 
Eastman Chemical, whose 
directly employed workforce 
has shrunk to around 17,000 
from a peak of more than 
18,000. Like other companies, 
however, Eastman has made 
increased use of outsourcing 
in recent years and 20.000 
are employed if the increas- 
ing number of contract 
workers is included. 

US chemical companies 
have led the way in the use 


of benchmarking techniques 
both for controlling costs 
and Improving productivity. 
Eastman tries to be in the 
top three in general adminis- 
tration costs as a percentage 
of sales and many European 
companies now also use 
these techniques. 

Most chemical companies 
have also embarked on 
long-term cost-cutting pro- 
grammes. The latest pro- 
gramme at Eastman, naiipH 
Advantage Cost 2000. started 
in 1996 and aims to take out 
$500m of costs by the year 
2000 . 

The moves are In anticipa- 
tion of the new threats fee- 
ing US chemical companies 
as the industry becomes 
Increasingly global. Consoli- 
dation may help cut costs 
but new companies are 
sprouting up in other coun- 
tries. particularly in Asia, 
and these are set to add 
capacity and so chase down 
prices. 

Figures from the Federal 
Reserve Board and the 
Bureau of Labor Statistics 
show that productivity lev- 
els in the US chemical indus- 
try substantially increased 
in 1996. With all indexes 
based at a 1992 level of 100, 
the data shows that the pro- 
ductivity index for chemicals 
and allied products 
increased by 5.1 per cent last 
year to 108.8, while the gov- 
ernment's index of aggregate 
hours of production 
decreased by 2.7 per cent to 
100.1. As a result, unit labor 
costs in the year declined by 
1.4 per cent, in spite of a 3.6 
per cent increase in hourly 
production wages for chemi- 
cal workers. 

Despite their strong recent 



bites 

record, US chemical compa- 
nies are likely to be tested in 
the next Tew years. Many 
analysts believe that the eth- 
ylene cycle is peaking, or 
will peak in 1998. so compa- 
nies could face a cyclical 
downturn soon. And, with 
unemployment at record low 
levels in the US. keeping 
costs down could prove more 
difficult in future. 

As a result companies are 
likely to continue shuffling 
their businesses, partly in an 
effort to please Wall Street, 
which is keen to see compa- 
nies maximise earnings in 
the short term. 

“The amount of reconfi- 
guring of portfolios is 
unprecedented. There is 
more going on than I have 
ever seen,” says Mr Deavon- 
porL “Companies having set 
porfolios and staying with 
them for years and years is a 
thing or the past" 

The result is likely to be 
that speciality businesses 
become more specialist 
while the commodity busi- 
nesses become increasingly 
focused. 



Bulk movement European firms have abandoned co mm od i ty chemicals to become speciality giants 


EUROPE • by Roger Taylor 


Everyone a specialist 
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Europe’s giants 
are turning to 
premium markets 
in search of 
higher margins 

Speciality (or specialty in 
the US) is the buzz-word to 
bandy about if you are In the 
chemicals business these 
days. Being identified as a 
speciality chemicals busi- 
ness can do wonders lor 
your share price, as ICI 
found after recreating Itself 
with the £4£bn acquisition 
of Unilever’s speciality busi- 
nesses earlier this year. 

Its shares leapt from 688p 
to a high of mare than £11.00 
as the company transformed 
itself from a manufacturer of 
commodities to a speciality 
group. Since then, however, 
they have fallen back again 
as investors began to ques- 
tion whether being in speci- 
alities will be the cure-all it 
is held up to be. 

Interest in specialities has 
been generated by the recent 
creation of a new class of 
large chemicals businesses 
which intend to exclusively 
concentrate on this sector of 
the market rather than the 
commodity chemicals. 

ICI. after its reorganisa- 
tion, is one. Others include 
Clan ant, which was created 
from merging parts of 
Sandoz of Swizterland with 
parts of German group 
Hoechst, and Ciba Speciality 
Chemicals, spun out of 
Novartis. 

The definition of speciality 
as opposed to commodity 
chemicals is not precise. At 
one end of the scale are the 
pure commodities such as 
titanium dioxide or polyeth- 
ylene. where the output of 
different producers is indis- 
tinguishable and the price 
fixed in the market 

At the other extreme are 
complex compounds 
designed for and produced 
exclusively for a single cus- 


tomer. such as many phar- 
maceutical intermediates. 
And in between are a range 
of more or less differentiated 
products which allow the 
manufacturer to charge a 
premium. 

The key feature of speci- 
ality products Is that they 
should require technical 
expertise which creates high 
barriers to new entrants and 
allows the manufacturer to 
charge higher margins. Such 
products should avoid the 
excessive price fluctuations 
associated with commodity 
products. 

The big speciality compa- 
nies see an opportunity in 
their fragmented market by 
driving rationalisation 
through acquisition. They 
aim to offer a global speciali- 
ties service. 

Laporte of the UK is typi- 
cal of this approach. It is 
concentrating on high 
growth markets, such as 
pharmaceuticals and elec- 
tronics, which require speci- 
alised chemicals and have 
global customers. 

So far, investors appear to 
have bought the story that 
investment in specialities 
can transform dull old low- 
margin cyclical chemicals 
companies into faster 
growth companies with bet- 
ter quality earnings. 

The trouble is very little 
has been demonstrated to 


support this in practice. 

Most of the large speciality 
groups have come into exis- 
tence simply by shuffling 
assets around. Clariant and 
Ciba are the result of spin- 
offs and mergers. The new 
ICI was created by selling off 
industrial businesses and 
buying specialities. Simi- 
larly, Laporte has sold off its 
less profitable bits and now 
plans to reinvest ini higher 
margin operations. 

These companies have yet 
to show they have the man- 
agement capability to run a 
speciality chemicals busi- 
ness for the long term. 

As Robert Davison of Gem- 
ini Consulting points out. 
the talents required to do 
this are very different from 
the traditional virtues of the 
good chemical company 
manager. 

in the past, chemical com- 
panies have competed on 
price by focusing on produc- 
tion efficiencies and success 
has come to those which can 
run the most cost effective 
manufac turing p lan ts. 

The result of this has been 
to drive down prices and 
encourage customers to. see 
products as interchangeable. 
As the technology becomes 
more widespread over time, 
what was once an expensive 
and innovative speciality 
product ends up being 
another commodity. 


“The chemicals industry 
has a bad record for creating 
value rather than commodi- 
tising its output," explains 
Mr Davison. "Playing in spe- 
cialities is a different game 
and presents a challenge to 
management teams. They 
need to show they can con- 
trol the development process 
rather than just react to it." 

Mr Davison argues that 
the new companies need to 
identify where products are 
increasingly becoming com- 
moditised and run these 
businesses for cash - cash 
which must then be rein- 
vested upgrading their prod- 
uct range and creating the 
next generation of higher 
margin specialities. 

Staying ahead of the com- 
modity crowd is the key. 

ICI is perhaps the most 
obvious example of an 
unproved speciality chemi- 
cals company created purely 
out of asset restructuring. It 
is selling off its commodities 
businesses - titanium dioxide 
and polyester have already 
gone to DuPont for $3bn. fer- 
tilisers and explosives will 
follow - and has bought in a 
range of speciality busi- 
nesses in food ingredients. 

Dresdner Kleinwort Ben- 
son argues that the stock 
market is putting too much 
weight on the potential and 
not enough on the history of 
the company, which has yet 
to demonstrate any ability to 
run its new business. It has 
suggested the right price for 
the shares should be closer 
to 800p rather than their cur- 
rent price of about £10.00. 

The nightmare scenario is 
that instead of creating a 
new generation of strong 
growth, technology led busi- 
ness, the new breed of speci- 
ality chemicals companies 
bid against each other to 
buy up today's high margin 
businesses at excessive 
prices only to preside over 
their conversion into yet 
more low growth, cyclical 
commodity businesses. 
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ASIA • by Laura Tyson 


Tigers on the petrochem prowl 
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The industry’s 
new Asian giants 
are looking 
overseas for 
further growth 

When it comes to a 
commodity product such as 
petrochemicals, big is beauti- 
fuL Asia is in the midst of an 
unprecedented capacity 
build-up in the petrochemi- 
cal industry, and setting the 
pace are new powerhouses 
such as Taiwan's Formosa 
Plastics and India’s Reliance 
Industries. 

But industry analysts say 
that with demand growth 
slowing following the eco- 
nomic troubles that have hit 
many south-east Asian coun- 
tries in recent months, the 
region's petrochemical 
industry is entering a consol- 
idation phase. Bigger compa- 
nies with strong financial 
backing are likely to flourish 
and weaker players may not 
survive. 

With supply expected to 
rise, the established Asian 
petrochemical companies are 
entrenching against tougher 
competition and the rest are 
seeking to develop fully inte- 
grated business operations 
and secure a steady supply 
of raw materials. Many are 
also looking to expand over- 
seas, through investment or 
acquisition, due to con- 


straints on expansion at 
home or to be closer to their 
export markets, some of 
which impose high tariffs on 
imports. 

"Taiwan’s self-sufficiency 
in petrochemical raw materi- 
als is very low. it is often 
difficult to find such materi- 
als and the price is too 
high,” says Mr C T Lee. exec- 
utive vice president at For- 
mosa Plastics. Taiwan’s big- 
gest private sector industrial 
concern. “We need a stable 
supply in order to give our 
downstream customers a 
reasonable price." 

To Integrate Its operations 
and lower costs through 
mass production, the For- 
mosa group is building a 
T$30Qbn (USSl0.5bn) petro- 
chemical complex on 
Taiwan’s east coast. Sched- 
uled to begin operations 
later this year and to be 
fully r unnin g by the eDd of 
1999, facilities will include a 
crude oil refinery, a naphtha 
cracker, two electricity 
plants (one a co-generation 
plant for Internal use), an 
industrial harbour and 25 
factories producing a host of 
petrochemical products. This 
project, plus an expansion in 
ethylene capacity in For- 
mosa’s US operations, will 
make the group self-suffi- 
cient in ethylene by 2000. 
with a total worldwide 
capacity of 2.91m tonnes per 
year. 


It will also make Formosa 
Asia's leading petrochemical 
company, with global ethyl- 
ene capacity equivalent to 52 
per cent or Korea's capacity 
and 42 per cent of Japan's. 

Reliance Industries. 
India’s leading petrochemi- 
cals concern, is investing 
aggressively to secure its 
leading position in India's 
large domestic market, 
where economic growth is 
strong as Is demand for pet- 
rochemical products. The 
strategy has been so effec- 
tive that it is “scaring away" 
smaller domestic producers, 
some of whom have sold out 
to petrochemical companies 
from Korea and elsewhere, 
according to Tommy Tang, 
an industry analyst at Mer- 
rill Lynch. 

In March 1997 Reliance 


commissioned a giant ethyl- 
ene cracker with a capacity 
of 750.000 tonnes per year, 
the world's biggest. With the 
commissioning of an oil refi- 
nery. Reliance will be the 
only petrochemical company 
in the world to be fully inte- 
grated from crude oil to fab- 
rics. The company has more 
than doubled its polyester 
capacity with a similar 
Increase in purified tere- 
phthalic acid (PTAi. U has 
tripled its polymer capacity 
and expanded in other prod- 
ucts as well. The added out- 
put will replace imports, 
which are discouraged by 
relatively high tariffs. 

Taiwan’s Tuntex group, a 
petrochemicals-to-hotels con- 
glomerate. got its start in 
textiles, moved upstream 
into man-made fibres and is 


now aggressively trying to 
expand its business Into raw 
materials in an effort to fully 
integrate its operations. Tun- 
tex is already one of Asia's 
biggest producers of polyes- 
ter fibre and is expanding its 
capacity* in PTA, a feedstock 
material for polyester. Tun- 
tex 's investments in Thai- 
land include a venture with 
Siam Cement to build a 
naphtha cracker with annual 
capacity of 900.000 tonnes 
and an aromatics plant. 

Wells Hsu, spokesman for 
Tuntex's petrochemicals 
arm, says: “We are facing 
rising competition at home 
so we are actively expanding 
our business overseas, espe- 
cially in Thailand and 
China. But we have encoun- 
tered many problems in 
China, so our business there 
is proceeding slowly." 

Unreliable power supply 
has been one of the problems 
Tuntex has faced in setting 
up plants in the region's big- 
gest importer of petrochemi- 
cals. 

Tuntex also feces obstacles 
In Taiwan, where the envi- 
ronmental movement has 
grown powerful since the 
advent of democracy in the 
last decade. Tuntex has 
plans to build a T$280bn oil 
refinery complex in the 
southern county of Taiwan, 
but the controversial project 
has been stalled at the envi- 
ronmental assessment stage 



Taiwan’s move to ethylene self-sufficiency. 
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due to protests from local 
residents. Industry analysts 
say it will probably be a 
decade before the planned 
complex can be built if it 
eventually gets government 
approval. 

In addition to economies of 
scale, the main strength of 
Formosa Plastics Is its ethyl- 
ene production complex in 
the US. where the cost of 
raw materials is substan- 
tially lower than it is in 
many Asian countries. For 
example, the cost of chlo- 
rine. a key raw material in 
the manufacture of pvc. is 
much lower in north Amer- 
ica because the production - 
process is electricity-inten- 
sive and electricity costs are 
lower in the US. Formosa is 
able to use this cost differen- 
tial to its advantage by 



integrating its Taiwanese 
and north American 
operations and shipping raw 
materials back to Taiwan to 
make polyvinyl chloride 
(pvc). of which Formosa 
Plastics is one of the world's 
biggest 

Companies in the Formosa 
group have expanded into 
China, mainly following its 
downstream customers as 
they moved across the 
Taiwan Strait due to soaring 
production costs in Taiwan. 
But the dream of building a 
large-scale upstream refining 
complex there is being held 
back by the Taipei govern- 
ment and sour relations with 
the mainland. “We’re still 
very interested In building a 
big petrochemical complex 
in China but the political cli- 
mate is not good at this 
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Fertile imaginations 


Nanochemistry, 
chemicals' most 
exciting field, may 
hot blossom for 
50 years 

via practical terms, chemistry 
has undergone two great 
.flowerings over the past 100 
- yeans ^ both during the mid- 
dle part of the century. One 
; was the development of plas- 
tics and the petrochemical 
industry. The other was the 
application of organic , chem- 
istry to drugs, leading to the 
pharmaceutical industry. 

Both are fine industries 
with huge growth potential 
left in them. However, while 
petrochemicals and plastics 
remain at the heart of the 
chemicals industry, the posi- 
tion of pharmaceuticals is 
less, clear. 

Although biology and, par- 


ticularly, genetics are mov- 
ing rapidly into pharmaceu- 
tical research and develop- 
ment departments, the 
mainstream drug companies 
remain firmly founded on 
chemistry. And trade bodies 
such as the UK Chemical 
Industries Association still 
include pharmaceuticals; 
their export statistics and 
growth rates would look 
much less impressive with- 
out drugs 1 contribution. 

On the other hand, several 
huge companies are taking 
steps to distance themselves 
from the •‘chemical" label, 
which they imagine has 
old-fashioned and rather 
dirty connotations. The 
unofficial slogan is: "Better 
be bio.*’ 

A striking example is 
Hoechst of Germany. Two 
years ago, Hoechst was 
proud to be known as the 
world’s largest chemicals 


INFORMATION TECHNOLOGY • 

Remote 

possibilities 


IT will be a vital 
ally if the industry 
is to meet the 
challenges of the 
next century 

Supply and demand cycles, 
new competitors, ferocious 
restructuring, more sophisti- 
cated customers, global isa- 
tion. The light is dawning In 
the chemical industry that 
the tool it needs to deal with 
these challenges is not 
chemistry but information 
technology. 

One of the best illustra- 
tions of this is the way in 
which the chemical indus- 
try, above all other manufac- 
turing sectors, has embraced 
Enterprise Resource Plan- 
ning systems (ERP). In 1995 
[> life almost 50 per cent of the rev- 

i ™ enues of the leading supplier 

of ERP software, SAP, came 
from the chemical industry. 
Where once separate and 
often non-compatible com- 
puter systems were used to 
control manufacturing, dis- 
tribution, marketing and 
sales, the industry is adopt- 
ing ERP packages which 
promise to provide one data- 
base, one application and 
one user interface across the 
organisation. 

.Consistent information 
■ from every function means 
better planning, monitoring 
. and control, improving the 
chances that manufacturing 
output can be made to 
matoh customer demand. In 
other such as the electronics 
sector, ERP systems have 
made it possible for an 
order, placed electronically 
by a customer, to trigger the 
manufacturing' plant to pro- 
duce the goods. In effect, the 
distribution chain is cut to a 
single link - there is no 
expensive inventory, no 
warehousing, no distributors 
and no sales people. 

Chemical companies can- 
not turn manufacturing 

• plants off and on in response 
to customer orders but ERP 
systems do help them to 

' manage what they produce, 
.far whom and when. They 
are also able to quote a 
delivery date when they take 
NF • - an 'order. This tighter link- 
i ing between a customer 

■. order and the production 
plant makes it easier to see 

• when supply and demand 
•' are . going out of kilter. This 

allows companies to pre- 
. empt a downturn by looking 
.. for. new markets, rather than : 
waiting for it to hit and then 
reacting defensively by cost 
•" cutting: 

Although it may never be 
possible for’ the chemical 
industry to match produc- 
tion levels with demand 
exactly, the infor mation gen- 
. . crated by. ERP systems can 
help to run process plants 
more efficiently. For exam- 
ple, rather than fixing the 
schedule in advance, plant 
s hu t d owns for maintenance 
.'can be planned to tie into 
. demand- information on 
individual customer require- 
ments' also makes it possible 
to avoid quality give-aways - 
there is no point in produc- 
'irig chemicals which are 99 
per cent pure, when 98 per- 
- cent would do. . 

■ With the chemical indus- 
try in a period of ferocious 
restructuring, one of the 
potential benefits of ERP 
systems Is that they can 
; maftp it pastor to extract the 
foil value from mergers and 
% . acquisitions. This is because 

they, are flexible enough to _ 
expand to take in new busi- 
ness have the function- 
ality to allow companies to 
move into new activities. 

In hoping chemical com- 
panies to shift the focus 


from the product to the cus 
tomer. ERP systems are also 
laying the foundations for a 
rapid expansion of electronic 
commerce. While most 
chemical companies have 
been using electronic data 
interchange (EDI) for 10 
years or so to handle orders 
and invoicing, this requires 
dedicated and expensive net- 
works which meant they 
only set up links with part- 
ners where there was a pre- 
existing relationship. 

The open standards and 
accessibility of the Internet 
mean that any company 
with a personal computer 
and a modem can now trade 
electronically. Small compa- 
nies based anywhere in the 
world can compete on equal 
terms with the largest and 
most established multina- 
tionals, for a share of the 
global marketplace. 

In common with all other 
sectors, chemical companies 
are testing the Internet 
waters by setting up stand 
alone Web sites advertising 
themselves and their prod- 
ucts. A handful have become 
more sophisticated, linking 
product catalogues on their 
Web sites into order process- 
ing systems and allowing 
customers, both new and 
existing, to place orders via 
the Web. 

. The next stage in the 
development of electronic 
commerce, not yet attempted 
in the chemical industry, 
will be to give trading part- 
ners access to internal 
systems via the Internet. 
Custo me rs and suppliers win 
be able to serve themselves 
with information on prices 
and delivery tiroes and con- 
clude business transactions 
online. 

The chemical industry is 
not the first to recognise 
that whereas before it 
needed IT to keep the pro- 
cess plant going, now it 
needs IT to stay in business. 
As in other sectors, this 
frightening dependency on a 
non-core skin is leading to a 
rapid growth in IT outsourc- 
ing. For example, in the UK 
the annual value of outsour- 
cing contracts let by the 
chemical industry leapt from 
less than £5m in 1995 to 
mare than £5Qm in 1996. 

The largest IT outsourcing 
deal to date is in the chemi- 
cals sector. In December, 
1996, DuPont signed a deal 
with Andersen Consulting 
and Computer Sciences Cor- 
poration worth a minimum 
of US$4bn over 10 years. 

And, although the primary 
motive to outsource IT for 
the chemical industry has 
been to cut casts, companies 
now see that they can draw 
on the ftkiiis of outsourcing 
vendors to help Improve 
business processes, support 
restructuring and underpin 
the development of a global 
structure. 

But whatever planscheml- 
cai companies may have for 
applying IT in support of 
business str a tegy, one of the 
greatest IT projects of the 
moment, the year 2000 com- 
puter date problem, will not 
advance their competitive- 
ness. The high level of 
recent investment in ERP 
systems may mean this is 
less of an issue for the chem- 
ical industry than in other 
sectors which are dependent 
on legacy mainframe 
systems. But the chemical 
industry does face the huge 
and costly problem of check- 
ing that embedded systems - 
the computers and micro- 
chips used to control the 
operation of production 
plants ■ are year 3000 com- 
pliant . 

Nuala Moran 


group. Now JQrgen Dor- 
mant] , the chief executive 
who is transforming 
Hoechst. says: “We do not 
want to be large any longer, 
nor are we a chemical com- 
pany. We will be seen more 
and more as a life sciences 
company, with, some chemi- 
cal activities in the transi- 
tional period.” 

Such attitudes prompt the 
question: could chemistry 
defy the deserters and flower 
for a third time on a scale to 
match plastics and pharma- 
ceuticals? Let us examine 
some of the hot topics in 
chemistry for signs of hope. 

The most exciting new 
research technique of the 
1990s is combinatorial chem- 
istry. This is a way of gener- 
ating a huge diversity of new 
chemical compounds, by 
combining a fixed stock of 
molecular building blocks at 
random through a planned 
series of reactions. 

Combinatorial chemistry 
has taken pharmaceutical 
research by storm. Every 
large company uses it in the 
discovery process, to make 
thousands of new com- 
pounds a week for testing in 
automated "high throughput 
screens”. These are designed 
to detect signs of activity 
against biological targets 


(such as enzymes or cellular 
receptors). 

The technique is begin- 
ning to be applied in agro- 
chemical research too, to 
identify compounds that 
might make useful pesticides 
or weedkillers. This month, 
for example, Novartis of 
Switzerland announced a 
three-year agreement with 
Chiron of the US to supply 
new chemicals, made by 
combinatorial chemistry, for 
possible use in crop protec- 
tion and arnrafli health. 

Combinatorial chemistry 
may also have huge poten- 
tial in other areas, including 
the production of new inor- 
ganic materials. As Dieter 
■T ahn . head of research plan- 
ning at BASF of Germany, 
says: “The main barrio* to 
using combinatorial chemis- 
try outside pharmaceuticals 
is the lack of a system to test 
compounds in very small 
amounts.” 

One field in which combi- 
natorial chemistry could cre- 
ate useful new compounds is 
homogeneous catalysis - 
speeding up chemical reac- 
tions in solution. There is 
scope too for making materi- 
als with interesting electri- 
cal properties, which could 
be tested in miniature elec- 
tronic cells. 


But combinatorial chemis- 
try is a technique that will 
rejuvenate existing fields of 
chemistry rather than being 
a new application in its own 
right 

What other prospects are 
there? Two well-publicised 
discoveries of the mid 1980s, 
high-temperature supercon- 
ductors and fuilerenes, 
promise a wide range of 
applications in fields ranging 
from electronics and power 
engineering to medicine. But 
these are coming to fruition 
more slowly than the opti- 
mists were predicting five or 
ten years ago and it is hard 
to imagine either leading to 
new industries worth tens of 
billions of pounds a year. 

The best bet for the longer 
term future may be nano- 
chemistry. There has been a 
lot of speculation by nanogu- 
rus such as Eric Drexler, Ed 
Regis and Ralph Merkle 
about microscopic chemical 
assemblers that will put 
together molecules, atom by 
atom, for purposes ranging 
from human food and medi- 
cine to clothing and building 
materials. 

The fantasy sounds 
appealing. For example, 
every home will have its pri- 
vate “meat machine", an 
appliance about the size of a 



Ufa style-, the “better be Mo” consensus is shifting the research emphasis away from “dnrty” chemicals 


microwave oven. You shovel 
in waste materials such as 
grass clippings and dis- 
carded bits of plastic, close 
the door and fiddle with the 
controls. Some horns later, a 
piece of fresh prime "beef” 
rolls out But the chemical 
details or achieving such a 
transformation remain 
sketchy. 


Even so, some pioneers of 
chemical assembly such as 
Fraser S tod dart, who moved 
♦his summer from Birming- 
ham University in the UK to 
the University of California, 
Los Angeles, have made mol- 
ecules with the potential to 
work, for example, as nano- 
scale motors. 

If nanochemistry does rep- 


resent the next big flowering 
of chemistry, it will not 
reach full bloom until the 
middle of the next century - 
100 years after petrochemi- 
cals and pharmaceuticals. 
And by then it may be 
accompanied by a compan- 
ion field so radically new 
that we have not even 
dreamt of It. 
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BP Chemicals 
Is a global leader in 
polyethylene, 
acrylonitrile and 
acetic acid technology. 

Combining research, 
operating expertise and 
constant product 
Innovation is the key 
to our success. 


Innovene - Our gas phase polyethylene 
production process is the leading licensed 
technology for manufacture of polyethylene - 
the world’s most widely-used plastic. 

Now, we are working with Dow to develop 
a combination of Innovene with Dow's INSITE 
catalyst. This will deliver high performance 
process, products and related catalysts to 
polyethylene users. 

Cativa - Acetic acid is one of the world’s most 
important chemicals, with a broad range of 
applications such as pharmaceuticals, textiles, 
paints and adhesives. 

BP’s acetic acid process, Cativa, is the most 
significant technology breakthrough in its field 
in 25 years. This Iridium-based catalyst system, 
the result of fast-track development by our 
R&D team, gives higher reaction rates and more 
efficient production than conventional technology. 

BP Chemicals - formulating the future 
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Overcapacity in Asia is forcing European fibre manufacturers to reassess their business 

Europe has to swallow high fibre c 


Viscose producers 
are placing their 
hopes, and 
resources, in new 
products 

The European viscose 
industry has been squeezed 
by a combination of a mar- 
ket in terminal decline and 
competition from Asian pro- 
ducers paying low wages. 

Manufacturers in Europe 
have bad to scale down their 
high-volume viscose lines 
and move towards the pro- 
duction of speciality fibres 
which command greater • 
profit margins. 

World viscose production 
has fallen from just less than 
3m tonnes in 1980 to about 
am tonnes today. “The mar- 
ket for viscose is in 
long-term decline," says 
David Wilkinson, director 
responsible for fibres for 
Courtaulds, which last year 
produced 137,000 tonnes of 
viscose. 

’The reason for that is 
inter-fibre competition. The 
growth and development of 
synthetic fibres has put pres- 
sure on viscose.’ 

Demand for viscose rallied 
between 1992 and 1995 
thanks to shortages of cotton 
and paraxylene, a chemical 
used in the manufacture of 
the fibre. Then the cotton 
price fell and the demand for 
viscose slumped in response. 
“The situation turned rap- 
idly. Enough cotton was 
available and there were no 
shortages in special chemi- 
cals so demand for viscose 
went down world-wide," says 
Lenzing, the world’s biggest 
viscose manufacturer, which 



Viscose circle: world production has fallen from 3m tonnes in 1980 to 2m In 1997 Science Photo Library 


last year produced 262,000 
tonnes of the fibre. 

The effect of the fall in 
demand has been intensified 
by an increase in competi- 
tion from Asian manufactur- 
ers. Asia accounted for 49 
per cent of world viscose 
production last year, up 
from 29 per cent in 1991. 
“The pressure is again from 
the expansion of Asian 


capacity," says a chemicals 
analyst. 

"The growing markets are 
in Asia and the lowest 
labour and environmental 
costs are there as well." 

In February Courtaulds 
reduced the annual capacity 
of its Grimsby plant by 
25,000 tonnes, which repre- 
sented 20 per cent of its total 
European production. The 


company blamed the move 
on overcapacity in Asia. Mr 
Wilkinson says: "Most 
recently we baye seen a shift 
in availability of the fibres 
because Far Eastern produc- 
ers decided to expand. That 
has put a lot more pressure 
on producers elsewhere in 
the world." 

The European companies 
have responded by gearing 


their operations in cr easingly 
towards the production of 
high -margin speciality artifi- 
cial fibres. Mr Wilkinson 
says: The capacity we took 
out was for very .standard 
fibres - it was very much a 
commodity market. It was 
capacity we didn't need and 
it wasn't profitable so we 
took it down. The competi- 
tion is much lower and the 
opportunity of selling at an 
acceptable price is much 
higher in the speciality mar- 
kets.* 

Many nan-woven fabrics, 
which account for between 
35 and 40 per cent of the 
viscose market, are manufac- 
tured using - techniques 
which low cost producers in 
countries such as Taiwan 
and Indonesia cannot emu- 
late. 

Lyocell. a new solvent- 
spun celTuIosic fibre, seems 
to offer European producers 
the best chance of using cut- 
ting-edge technology to 
recoup business lost to Asia. 

Better than viscose at 
retaining its shape and 
strength when wet, lyoceQ’s 
waste solvent can be recy- 
cled, giving few waste prod- 
ucts. 

Courtaulds and Lenzing 
have been racing to be the 
first to develop the new 
fibre. The two companies are 
currently engaged In a dis- 
pute over whether the dope- 
making part of the lyocell 
production process is pro- 
tected by a patent which. 
Lenzing holds. The patent 
was struck out in both the 
US and Europe but was later 
reinstated In the US pending 
an appeal by Lenzing. 

Mr Wilkinson plays down 
the importance of the case to 


the battle for control of 
lyocell. "It's important but. 
it's not a show-stopper," he 
says. . 

"We axe quite a long way 
down the road and both com- 
panies recognise that if we 
. can resolve, our differences 
we can. protect our technol- . 
ogy from -abuse." 

Both Lenzing and Court-, 
aulds are about to bring sig- 
nificant lyocell manufactur- 
ing capacity on line.. 
Courtaulds; placs to double 
its current annual produc- 
tion of 45,000 tonnes next 
year. Lenzing wifi open a 
25.000 tonne capacity factory 
in Austria towards the end 
of next year. 

But the companies have 
different plans for the 
long-term fixture of the fibre. 
Mr Wilkinson says: “It wifi,' 
in our judgement, replace 
viscose in pretty well all its 
end uses because it’s a better 
product and, eventually, it 
will be ‘cheaper in cash cast 
terms to make." . 

Lenzing sees a future for 
viscose in colourful clothes 
and high quality woven 
outer garments and under- 


wear* It also thinks the 
European industry will be 
able to continue to profitably 
manufacture ; non-woven. 

' articles such as tampons. 
"You heed to have a very 
dean and controllable pro- 
duction," it says. "This Is 
one dr the reasons why you 
don’t expect viscose fibres 
from Burma to be used for 
tampons." - '- 

Lyocell currently-' sells at 
about twice the .price of vis- 
cose. I 'l pnTfoff thTwkw Bra t dif- 
ferential will largely ^ bold up 
as companies' seek to recoup 
research and development 
costs. 

■Hie Austrian company has 
spent Schitan on jft&D and 
SchU75bn on its new factory, 
it says: "There is room left 
far a 10 to 15 per cent down- 
wards move on price but' no 
more because the demand, 
for that fibre is very strong 
and it’s a very expensive 
business. We can’t, at the 
moment, give away money 
because we have to pay bade 
our expenses for develop- 
ment" 

The market for lyocell is 
at present barely one twenti- 


eth" of that for viscose. But 
that may change as the 
lyocell. price comes do wn 
End the viscose industry 
diminishes further. Mr Wil- 
kinson says: "There are 
today five producers of vis- 
cose.! can't see any possibil- 
ity that five producers can 
survive in the longer term. I 
think there is bound to be 
some form of industry con- 
traction. That could take two 
forms. It could be as the 
result of voluntary closures 
or It could be through merg- 
ers and acquisitions." 

Lenzing thinks that Euro- 
pean capacity will be further 
reduced. by 15 per cent. “We 
expert: a further decline in 
the consumption of rayon, 
mainly because the spinning 
industry, is still shifting 
capacity to other countries, 
especially in Asia," it says. 

"Overcapacity is being 
absorbed by the develop- 
ment of the Aslan textile 
industry. In Europe and 
North America the indus- 
tries are clearly declining 
and the pattern wifi go on." 

Michael Peel 
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Producers see 
mergers and 
acquisitions as 
file best way to 
maintain profits 

The price of polyester has 
plummeted because of over- 
capacity introduced in Asia 
in response to a steady 
Increase in don and in the 
region for the fibre. 

The decline has been so 
marked that’Bome producers 
have already decided that 
the only way to stay profit- 
able is to acquire other man- 
ufacturers or . merge 
operations. . 

. The world polyester mar- 
ket Is worth about $30bxL 
Capacity grew by 7 per cent 
last year as production 
increased by the 'same pro- 
portion to 12£m tonnes. The 
manufacture ' of •: polyester . 
now accounts for 54 per cent 
of world textile fibre produc- 
tion. 

These promising results 
triggered an over-reaction 
from- Asian producers. In. 
China production of polyes- 
ter staple fibres rose last 
year by 14 per cent; while 
production of filament yarns 
increased by 21 par cent 

Jackie Asburst, chemicals 
industry analyst for Gold- 
man Sachs, says: “Clearly 
high growth demands led 
people to over-expand and 
that led toa sharp reduction 
in the number of profitable 
producers." 

Companies In countries 
such as China and Malaysia 
are expected to continue to 
bring large volumes on 
stream to respond to increas- 
ing demand from the spin- 
ning industry in the Asia-Pa- 
cific region, which has tried 
to take advantage of prices 
as low as SI per kilogramme 
of polyester. 


European egwipaTre s have 
suffered because they have 
not been well placed to serve 
this rajddLy.'eqpajncQng mar- 
ket Taiwan, for instance, 
exported 50 per cent of the 
2.7m tonnes’ of chemical 
fibres it produced last year 
to other Asian countries. 

- By contrast western Euro- 
pean polyester staple output 
decreased 10 per cent last 
year, while filament produc- 
tion fell 2 . per cent in line 
with depressed demand in 
Europe: "It's a question of 
setting plants where the 
demand growth is and that 
has been Asia,” says a chem- 
icals industry analyst 
. It's' like, .the' .rest of the 
chemical industry: you get 
surges of capacity being 
built ahead of demand. The 
heart of the probfepvla that 
it’s sensible to site plants in 
Asia which are Aslan owned 
and thal-bnngs pressure. on 
the European - producers, 
who have been used to 
exporting Into European ' 
markets." 

The decline has left Euro- 
pean chemicals companies 
downbeat, about future'' pros- 
pects; Austrian producer 
Lenzing says: "Prices arenot 
very satisfactory : because, 
only a small number of poly- 
ester fibres are making 
money. We -are not exporting 
the situation. wHI chahge sig- 
nificantly in. the next couple 
of- years." 

Consultants Chem 
Systems predicted in Febru- 
ary that overcapacity would 
continue to- . depress 'prices 
and margins. 'And Wfifiam 
Harris, president and chief 
executive officer of. Trevira, 
the. global fibres business of 
Hoechst and the -world’s 
largest polyester producer, 
said in. March: "for us, the 
European polyester business 
pmiiitng du g nant aii^ even, 
shrinking,". 


This ' outlook has not 
deterred some Asian produc- 
ers from adopting an aggres- 
sive strategy of trying to buy 
into the European industry. 

Indorayun is thought to be 
on. the lookout for further 
acquisitions of fibre produc- 
ers following its purchase of 
the" viscose business of the 
Finnish Kemira group. 
T^eople arp expecting that in 
Asia there will be some cou- 
pling in the industry," says 
another analyst 

"One or two companies are 
interested in getting out of 
the fibre business and focus- 
ing on other businesses. 
There are rumours that 
other Indonesian companies 
want to get more market 
power in the fibre business." 

Some leading producers 
have already started to buy 
manufacturing capacity 
from competitors who have 
decided that polyester manu- 
facture does not form part of 
their core business. 

The US group DuPont 
recently bought the tere- 
phtalic acid (TPA) manufac- 
turing business of Id. TPA 
is a raw material for polyes- 
ter . manufacture. 

DuPont bought the polyes- 
ter production capacity of 
the UK group a few years 
previously and the latest 
move means the companv 
will not be reliant on Asian 
TPA at a time when some 
analysts had predicted that 
aborts of TPA from Asia to 
the US and Europe were set 
to 'increase sharply, “with 
the growth in polyester fibre 
we . are planning we would 
have had to buy a tot more 
TOA* says Ned Jackson 
vice-president and genera i 
.of Dacron 
DuPonts polyester business’ 

for aU our future needs? 


Michael Peel 
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Non-organic 



Acquisitions and 
joirtt ventures are 
: die. agrochemical 
flavours of the 
month 

The agrochemicals Industry 
Is trying to reinvent itself, in 
the face of changing technol- 
ogy and intensifying cost 
pressures. 

...The large agrochemicals 
companies are investing bil- 
. Hons of pounds in small and 
me d ium sized biotechnology 
companies in the hope of 
accelerating their own trans- 
formation into life sciences 
companies. At the same 
time, they are attempting to 
cut their cost base by pool- 
ing their marketing 
resources through mergers 
and joint ventures. 

The technological pace in 
the industry is being set by a 
move towards genetically 


engineered plants that will 
be more resistant to disease, 
insects, drought, pollution 
and herbicides. 

For example, the trans- 
genic soyabeans, which Mon- 
santo first made available 
last year, were altered by 
inserting DNA from a com- 
mon soil micro-organism 
into the genetic structure, 
making them resist Monsan- 
to’s own herbicide. 

In many cases, ground- 
breaking research of this 
sort is the preserve of small 
biotechnology specialists. By 
acquiring these companies, 
the large agrochemicals com- 
panies are ensuring that 
they gain control of the tech- 
nology. At the same time, 
the large established compa- 
nies can use their marketing 
muscle to get the new tech- 
nology to market more 
quickly. 

Examples of these deals 
include last year’s agree- 
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ment by Agrevo. the joint 
venture between Hoechst 
and Schering to spend $550m 
on a 75 per cent stake in 
Plant Genetic Systems, a 
small Benelux genetic 
research concern with sales 
of just $5m. 

In April, Monsanto, the SL 
Louis based chemicals and 
life sciences company, com- 
pleted its acquisition of Cai- 
gene, a pioneer in fruit and 
vegetable research. Another 
recent deal was DuPont's 
decision in August to invest 
S1.7bn (£l.0?bn) in Pioneer 
Hi-Bred International in the 
US in return for a 20 per 
cent stake. 

The industry believes that 
the trend towards transgenic 
crops is unstoppable, accord- 
ing to Julia Beck, managing 
consultant at Gemini Con- 
sulting. “The anticipated 
share In the year 2000 is 10 
per cent to 15 per cem of the 
agrochemicals market and 
by the year 2005 the market 
potential is estimated at 
$6bn," she says. 

There are doubts, how- 
ever. about some of the new 
partnerships. If the recent 
acquisitions are to prove 
successful both parties will 
have to adjust. The small 
biotechnology companies 
will have to become more 
commercially aware and sen- 
sitive to safety standards, 
while their larger partners 
will have to learn to protect 
the working culture that 
spawns innovation. 

Companies will also have 
to became more sensitive to 
the attitude of consumers, 
particularly in Europe. The 



A htR of beans: Monsanto has produced transgenic soyabeans 


Small wonder biotechnology research firms are much in demand 


introduction of the Mon- 
santo soyabeans and geneti- 
cally modified maize devel- 
oped by Novartis, the Swiss 
life sciences group, to resist 
the corn- borer pest, have 
proved intensely controver- 
sial. 

Allan Woodburn of Allan 
Woodburn Associates, an 
Edinburgh-based agrochem- 
ical market research special- 
ist. believes that the poten- 
tially adverse reaction of 
consumers to transgenic 
crops may significantly 
undermine the value of the 
biotechnology acquisitions. 

In his view, the wave of 
biotechnology acquisitions 


PROFILE ICI PAINTS • by Ian Hamilton Fazey 


Watching paint fly 

ICI Paints aims 
for global 
coverage and 30 
per cent returns 
by the millenium 


Paint has become more 
critical to Imperial Chemical 
Industries than ever in the 
company's history. Before 
the demerger of Zeneca, 
paint accounted for seven 
per cent of the old ICI group 
profit it is 23 per cent now 
and has become crucial to 
improving financial perfor- 
mance. 

Moreover, Id Paints has 
been ordered to climb a 
mountain by Mr Charles 
Miller Smith, who was 
appointed ICTs chief execu- 
. five two years ago with a 
•brief to shake up the group. 
The paint business’s annual 
average return on net assets 
for the past decade has been 
18 per cent. Many in the 
Industry regard this as, at 
least, reasonable - and some 
wish they could do as welL 
Mr Miller Smith wants the 
-returns at a regular 30 per 
cent before the millennium. 

The man charged with this 
task is Mr Peter Kirby, who 
succeeded Mr Herman 
Scopes as chief executive of 
Id Paints in 1995. Mr Scopes 
had presided over ICTs emer- 
gence as the world's biggest 
paintmaker during the previ- 
ous 10 years, but had not 
been rewarded with a seat 
.. on the Id rnaio board and 
decided to retire. 

The change at Slough, 
where ICI Paints is head- 
quartered, is palpable. This 
was a business that mirrored 
. the “imperial" part of ICTs 
name. Slough was the centre 
of. a world painted increas- 
-■ fhgl y dark blue - the corpo- 
rate colour - as Id expanded 
.by acquisition. There was a 
strong element of expatriate 

• control, with visiting poten- 

tates fanning out to far parts 
of the empire. Mr Kirby has 
rapidly things. 

Id Paints is now run by a 
widely-scattered team con- 
sisting of a Brazilian, who 
-looks after the Mercosur 
-region, a Malaysian Chinese 
woman, who looks after 
: Asia, an American, a British 
■ planner and a Scots- Cana- 
dian. all captained by Mr 
Kirby, a Johannesburg-born 
'•Australian who moved from 

• his home in Melbourne to 
take the job, unencumbered 
by years of British-based cor- 
porate conditioning. Only Mr 
Kirby and Mr John Thomp- 
son, the business’s chief 
p lann er, are based in Slough. 

The team meets en masse, 
in person, once a quarter but 
holds frequent videoconfer- 
ences. ICI Paints is now run 
globally. Mr Kirby ques- 
tioned whether Slough 
should remain the world HQ 
biit, since it is 20 minutes 
from London's Heathrow 
Airport, Slough is as good as 
anywhere else. 



Spread too thin: ICI has quit areas over-exposed to competition In favour high margin markets 


None of this detracts from 
Mr Scopes's achievements. 
He led the pioneering stage 
of development; a new 
approach is needed now. 

ICI made its most signifi- 
cant leap forward in paint in 
1986 when it spent $550m 
acquiring Glidden of the US. 
Both were in the world's top 
10 league as paintmakers. 
but ICI had a big geographi- 
cal hole in its markets by 
not being in the US. Glidden 
brought ICI US market 
share, thereby making it a 
genuine world player.. . 

Other chemicals giants 
were in the same race: for 
example, BASF of Germany 
was similarly acquisitive in 
the Americas, while PPG of 
the US was breaking out of 
its domestic market in the 
opposite direction. Court- 
aulds has used its great tech- 
nical strength in marine 
pain ts to dominate the niche 
worldwide. 

Driving this rush for 
empire was the process of 
globalisation, particularly in 
automotive markets. Global 
manufacturers wanted 
global suppliers. Moreover, 
entry costs were rising. “It 
costs $300m to set up a new 
laboratory to service the 
automotive industry. It Is no 
wonder there are no new 
entrants into the sector," 
observes Mr Neville Peter- 
sen. executive of Court- 
aulds Coatings. 

It was not Just about get- 
ting bigger, however. The 
paint business is highly seg- 
mented. Half is concerned 
with decorative or architec- 
tural paints, but the rest of 
the market is made up of 
high technology industrial 
coatings for niche users. 

ICI Paints was spread too 
thtn. It dropped out of the 
paints used for agricultural, 
construction and earth- 
moving equipment, for 
instance, as well as aero- 
space coatings. For five 


years it persevered with a 
joint venture with Du Pont 
to try and break the grip of 
BASF, PPG and Herberts - a 
subsidiary of Germany’s 
Hoechst, Europe's largest 
chemicals group - on car fac- 
tory paint shops but, in 1994, 
left DuPont to carry on 
alone. 

Now ICI is in only three 
paint sectors - decorative, 
vehicle refinish <or VR, prod- 
ucts used for car paintwork 
repair) and packaging, 
which is mainly concerned 
with cans, which not only 
have to be decorated on the 
outside, but coated inter- 
nally with a thin layer of 
inert lacquer to stop the 
metal of the can contamina- 
ting the contents. 

In general, high technol- 
ogy, specialised niches pro- 
vide good margins, while 
decorative coatings are high- 
volume products and are 
much nearer the commodi- 
ties end of the paint busi- 
ness. Many paint giants - 
notably PPG. Courts ulds and 
Herberts - have exited deco- 
rative markets altogether. 
The question is whether ICI 
now has enough muscle to 
achieve 30 per cent on net 
assets given its products and 
market mixes. 

Geographical spread - but 
in depth and in emerging as 
well as mature markets - will 
be essential, enabling ICI to 
sell its superior decorative 
products to more people. Mr 
Kirby says that in mature 
economies, the paint indus- 
try grows at three-quarters 
of the rate of growth of gross 
domestic product. In devel- 
oping countries, growth is 
between one-and-a-half and 
twice the rate of gdp. South 
American and Asian mar- 
kets are therefore the key to 
high and higher returns, 
although its is equally neces- 
sary to strengthen share in 
mature economies, if only to 
try and keep prices stable. 


With this in mind, Mr 
Scopes initiated the pur- 
chase of Grow, another large 
US paintmaker, just before 
be retired, plus a smaller 
one, to improve ICTs share 
of US decorative markets to 
15 per cent. Since then, 
Bunge has been acquired to 
provide a way into South 
America and more recent 
purchases have been made 
in Puerto Rico and Vietnam. 
An attempt to buy into 
India’s Asian Paints last 
month ha3 so far been 
repulsed. 

ICTs strengths in paint are 
both technical and manage- 
rial. The company is widely 
respected in tbe industry for 
its consumer marketing 
skills and distributive know- 
how. Mr Kirby's team runs 
VR and packaging - the two 
industrial niches - as 
self-contained businesses in 
their own right Decorative 
markets are organised geo- 
graphically and run by local 
nationals, attuned to local 
culture but versed in ICI 
marketing skills. 

Car repairers are being 
trained at ICI centres in 
more than 30 countries, new 
factories have been opened 
in China and Thailand, to 
complement others in Pakis- 
tan. India, Malaysia. Singa- 
pore, Indonesia, Taiwan, the 
Philippines and Vietnam. 
There are research and 
development laboratories in 
Malaysia. Slough and 
Strongsville, Ohio. 

With the global framework 
in place all now depends on 
the people running the busi- 
nesses. Mr Kirby thinks they 
will succeed, not least 
because of tbe way ICI 
Paints has changed the way 
it runs itself. “Brits have 
very creditable flexibility 
but sometimes lack determi- 
nation." he says. He believes 
that the multinational struc- 
ture has plugged any weak- 
nesses. 


have been largely driven by 
defensive reasons, as compa- 
nies try to stop their rivals 
getting access to important 
technologies. The real value 
of the acquisitions has yet to 
be proven, he says. 

Deal-making within the 
industry has not been con- 
fined to acquisitions of bio- 
tech oology companies. In 
response to stagnant growth 
and intensifying competi- 
tion. large companies have 
combined their forces to try 
and cut costs. Most notably, 
Hoechst and Schering 
formed Agrevo as a joint 
venture in 1991: in 1996. Ciba 
and Sandoz merged to form 
Novartis. 

These moves took place 
against a backdrop of a slow- 
down in the market for agro- 
chemicals, which has 
declined rapidly from its 
double digit growth in tbe 
1970s. In the early part of tbe 
1990s, the market actually 
shrunk as the reforms of the 
Common Agricultural Policy 
took hold, reducing the pro- 
portion of land in Europe 
under cultivation. 

Over the last few years. 



there has been some recov- 
ery. Wood Mackenzie, the 
Edinburgh-based analysts, 
estimates that in 1995 the 
world agrochemical market 
grew by 5 per cent in real 
terms: in 1996 it grew by 3.6 
per cent to £3l.3bn. 1997 
promises to show reasonably 
good growth, at least in the 
US and Europe, it says. 

Margins have also 
improved significantly in 
recent years because compa- 
nies have successfully con- 
trolled their costs, according 
to John McDougall of Wood 
Mackenzie. Companies have 
cut tbeir staffing levels and 
reduced their distribution 


costs, often by transferring 
responsibility for distribu- 
tion into the hands of spe- 
cialist companies. 

But companies remain 
under pressure to reduce 
their costs still further. 
Much of the recovery of 
recent years is due to factors 
outside the industry’s con- 
trol, such as robust commod- 
ity prices and relatively good 
weather. These are “a bonus 
for the Industry and not a 
long term trend" says Mr 
WoodburD, who predicts 
modest growth in future 
sales. 

Marketing agrochemicals 
is expensive - typically 
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accounting for some 20 per 
cent of sales revenues. The 
difficulty for agrochemicals 
producers is that they have 
to sell their products to a 
diverse, conservative and 
cost-conscious market 

At the same time, the 
industry is facing steep infla- 
tion in the cost of new prod- 
uct development and partic- 
ularly in registration costs. 
In 1995, annual industry 
investment in new’ product 
development had reached 
$3bn and was growing twice 
as fast as the market, 
according to Gemini Con- 
sulting. 

These factors have under- 
pinned the consolidation of 
the industry, which is now 
dominated by 10 large play- 
ers which account for almost 
80 per cent of worldwide 
sales. But analysts agree 
that more deals are likely. 

Mergers and joint ventures 
are the inevitable result of 
the escalating costs of 
research and marketing, 
according to Mr Woodburn. 
“There wfll be further con- 
solidation amongst the top 
10 to 15 companies." he says. 



with Solvay all the way 


Solvay works at progress day after day. as an 
international group of chemical and pharmaceutical 
companies. Developing and producing essential 
products, many of which find their way into high-tech 
systems. 

Solvay's strategy of continuous progress where it 
has competitive, technical or commercial advantages 
makes it the first world-wide producer of soda ash, 
hydrogen peroxide, persalis, high density polyethylene, 
plastic gas tanks, laxatives, gastrointestinal enzymes. 
With consolidated sales of USD 8.8 billion in 1996. 
Solvay also ranks among the top manufacturers for 
other products such os salt, caustic soda. PVC. 
polypropylene and therapeutic agents for hormone 
replacement. 

The Solvay Group’s business strategy is to continue 
its geographical development in the Americas, the Asia- 
Pacific region but also on new markets in Central 
Europe: as well as to focus on can activities in each of 
its four sectors : Chemicals, Plastics. Processing and 
Pharmaceuticals, and to balance portfolio between 
activities with faster growth in the pharmaceuticals. 


http: //w ww_solvay.eom 


Tbe Group’s financial strategy is to earn profits 
that will ensure a regular growth of dividend and 
stock value and provide the cash flow needed to 
implement its business strategies. 

The collaboration with hundreds of manufacturers 
all over the world makes it possible. The unrelenting 
effort of some 25,400 employees in 400 plants and 
offices. 

The persistent striving for progress, in pursuit of 
human well-being. 

Because that’s our passion for progress 



a Passion for Progress' 


A group of Chemical and 
Pharmaceutical companies 
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RESEARCH • by Hugh Aldersey-Williams . 


Buckyball yet 
to kick-off 


It is a frustrating 
time for fans of 
the fuUerene as 
applications are 
proving elusive 

It's not often that a scientific 
discovery is sufficiently dis- 
tinctive for the discoverers 
to suggest commercial appli- 
cations at the outset. 

It happened more than 100 
years ago with Wilhelm 
ROntgen's discovery of 
X-rays. And it happened in 
1985 when Professor Harold 
Kroto of the University of 
Sussex and Professors Rich- 
ard Smalley and Robert Curl 
from Rice University in 
Houston announced a third 
form of the element carbon 
which they called buckmin- 
sterfullerene. 

Last year the three were 
awarded the Nobel Prize for 
Chemistry in recognition of 
the find. 

The two familiar forms of 
carbon are diamond and 
graphite - one a rigid 


three-dimensional lattice, 
the other flat sheets. 

Buckminsterfullerene is a 
molecule of just 60 carbon 
atoms. They are bonded in a 
pattern of hexagons and pen- 
tagons that wrap around to 
form a spherical cage. 

With the shape and sym- 
metry of a football (and the 
geodesic domes of Buckmins- 
ter Fuller) this new form of 
carbon has renewed interest 
in chemistry in schools and 
research laboratories alike. 

To the scientist, this shape 
and symmetry immediately 
suggest certain properties. 
Kroto and his co-workers 
already had evidence that it 
could act as a cage for other 
atoms. They speculated that 
a fluorinated version - a 
spherical analogue of Teflon 
- might function as a lubri- 
cant molecular ball-bearing. 

It was five years until it 
was possible to make fuller- 
enes in sufficient quantities 
to test these ideas. Some 
potential applications 
showed themselves to be 
impractical. The fluorinated 
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Tube delays; no viable use has em er g ed for buckybaB ramotubM 


molecules were destroyed by 
the slightest moisture, for 
example. 

Other prospects took their 
place- The most glamorous 
of these was the finding of 
AT&T Bell Laboratories that 
suitably treated fulleren.es 
became ' superconductive at 
relatively high temperatures. 
In 1991, scientists at NEC 
Corporation in Japan added 
to the excitement when they 
found that you could make 
tubes as well as balls of car- 
bon. But unlike X-rays, both 
the fuUerene balls and these 
“nanotubes” continue to 
resist attempts at exploita- 
tion - to the -growing frustra- 
tion of researchers. 

“In superconductivity, it 
doesn't -quite have an advan- 
tage in any direction," 
admits Dr Don Bethune at 
IBM's Almaden Research 
Center In San Jos. Calif- 
ornia. The superconducting 
behaviour does not occur at 
temperatures as high as that 
of liquid nitrogen, which 
would greatly increase appli- 
cations potential. At the 
lower temperature of liquid 
helium, other things are 
much more developed. 

This predicament Is typi- 
cal of the broader situation. 
The question is: do fuller- 
enes or their derivatives yet 
do anything better than 
sometjting else? The answer 
so far has to be no. 

“Given the wide variety of 
fuUerene morphology, their 
unique chemical and physi- 
cal properties and the unsur- 
passed amount of research 
being conducted, it is 
strange that no commercial 
applications have surfaced," 
says. James Withers of MER 
Corporation in Tucson. Ari- 
zona, one of a number of 
small companies that have 
set up to sell fullerenes and 
related chemicals for 
research, purposes. 

The league table of most 
promising applications 
changes constantly. Today, 
much interest focuses on 
using nanotubes as a reus- 
able. honeycomb medium for 
the storage of hydrogen. 



Professor Kroto; It doesn't do anything aft the moment but if* a beautiful molecule and feifce 21st century ft might" 


This may be useful either in 
electric cells where hydro- 
gen ions carry an electric 
current or in fuel cells where- 
hydrogen is released to be 
burned. Storage of explosive 
hydrogen in a solid matrix of 
carbon nanotobes would be 
safer than liquefied gas. 

Unfortunately, although 
the capacity of nanotubes to 
absorb hydrogen is high, it 
would still require. 100 kilo- 
grams of the material to 
store enough fuel for a 250- 
mile car journey. With such 
nanotubes currently $15 a 
gram, it would be an 
extremely expensive car. 

“There are obviously eco- 
nomic hurdles in something 
like hydrogen storage. If that 
panned put, it could be a bfl- 
lion-dollar thing ," says Dr 
Bethune 
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Fullerenes can be con- 
verted into diamond which 
has many industrial applica- 
tions. But again, fuflerenes 
themselves need to be much 
cheaper for it to make sense 
to use this route. 

A miscellany of other pos- 
sible uses stem from less 
predictable properties. Cer- 
tain follerene-containing 
media function as "optical 
limiters”, transmitting light 
in a way that is not simply 
proportional to its intensity. 
Such a medium might be of 
use in welding goggles or in 
optical computers that use 
light rather than electrons to 
process data. 

The area with perhaps the 
greatest unexplored poten- 
tial concerns foUerene chem- 
istry. By breaking one or 
mare of the bonds an the 


fuUerene surface' it is possi- 
ble to add other Chemical 
groups of known ftineikm. 
The unusual shape .and 
chemistry of the product 
might have pharmaceutical 
potential. At the University 
of Oxford, Professor Malcolm 
Green has used nanotubes as 
tiny test-tubes which could 
hold catalysts or as a mould 
for malting q uantum crystals 
of semiconductormaterials. 

The likeliest applications 
increasingly tend towards 
the specialised - controlling 
the passage of light, for the 
tips, of scanning electron 
microscopes, nano-test-tubes. - 
Broader applications may 
only come into their own 
when production costs fall. 
Withers predicts that prices 
win tumble by a factor of ID 
by the end of 1998. ' . 


The buckminsterfullerene 
story perfectly Illustrates the 
foolishness . of funding 
research in the expectation 
of predictable results and a 
rapid return on the invest- 
ment! .Its discovery was ser- 
endipitous -the scientists 
were trying to model condi- 
tions of interstellar space in 
. order to explain certain spec- 
tral ^hftls4etected there, 
in other wards about as pure 
research, as you can get In 

the mmrtinr and - yog rtf after 

tiie discovery. Professors 
Kroto, . Smalley and- Curl 
could only make the new 
molecule- in mhurta , quanti- 
ties - too fittle to explare poB- 
slble applications. ! 

The only other jpepple with 
apparatus capable of making 
falleraoes in this way at the 
time was a, team at, Exxon 


Corporation tn New Jersey. 
: In 1984, this group failed to 
explore the implications of 
what they observed in a sim- 
ilar experiment But like oth- 
ers in . the energy sector. 
Exxon, has since invested 
heavily in appHedfuHerene 
and nahotube research. 

1990r tt was a different 
team of scientists - not 
funded speciflcatiy for the 
purpose 7 who made the 
breakthrough that enabled 
fullerenes to be made In 
quantity. When -applications 
do finally 'come forward, 
they too may, spring from a 
surprise quarter. 

■ Professor. Kioto believes 
his discovery will bear fruit 
"It doesn't do anything at 
'.the moment, but It's a beau- 
tiful molecule and In the 21st 
century it might” 


"When you think of success and 
innovation in the chemical industry, 
do you think 


of Holland?' 
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DSM has been a name bo be reckoned with for longer than you might imagine. In all. kinds of markets. For 
very good reasons. In automobiles, packaging, electronics, pharmaceuticals, furniture, textile, agriculture and 
construction it has proved to be a proactive and reliable partner. Plus, it has been able to pfiera broad range of 
products which it continues to expand. DSM works wifa cus to mers all over, the woricLRii£ mefle important than 
its global presence is its belief in the philosophy of being innovative and creative at the ^i b reCK ^ .of teehnnlt jgj^ ai 
change hi recognising the latest market developments, and in passing these on to ite - Customers with all the 
o-operation and expertise you would expect from a company at the front of. its field . • 


If you would like to team more about DSM please cad fox or visit our Internet address. 
TeL- 31-10)46 4773127. Fax: 31-<0)46 4770407. Internet address: http-7/www^Mtuii 
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Companies are seeing recovery from recession, 
but although order books are strong these extra 
workloads have yet to be translated into healthier 
profits. Andrew Taylor reports 


itput is the envy 
most Europeans 


C onstruction output, lav- 
ing languished in the US 
far much ofthe 19906,' 16 
now poised to outstrip most of. its 
main continental European 
rivals. 

There Is even talk of British 
construction workers returning 
from Germany, where output is 
forecast to dip further next year, 
the third annual fell in succes- 
sion. . 

Pressure on European govern- 
ments to curb public spending to 
ensure they satisfy the Maas- 
tricht criteria for European mon- 
etary Unfoh lias mvtenirilnofi cqq. 
tlnental construction - 
particularly in Germany, which 
also has high social costs follow- 
ing reunification of the country. 

Euroconstruct, a federation, of 
industry and economic forecast- 
ing bodies from 15 countries, in 
June , predicted that western 
European construction output 
would rise- by just 0.4 per cent - 
this year, having fallen by 0.7 per ; 
cent In 1996. Output Is expected 
to recover by only 15 per cent 
neacty«ff. . 

German output foil ; by 2.7 jer 
cent ; ln 1996 ahd is predicted to 
decline by 05 per cent this year 
and by a ftather 05 per cent next 


Prospects for French construc- 
tion have Improved following the 
socialists' ; success : in the recent 
parliamentary elections. Even bo, 
French construction output is 

forecaat.io foil by a further L3 
per .cent, this year before 
rebounding by 3 per emit next 
year- as measures to reverse 
sharply rising unemployment 
take effect. 

The deregulated British 
economy, with its flexible labour 
markets and curbs on public 
spending -la perijanningbetterby- 
comparisoh with some of its 


main European rivals. 

This improvement is feeding 
through to construction markets 
where UK construction output is 
predicted to rise at an annual 
rate of 3 to 4 per cent this year 
and next before slowing to 2 Vi to 
3 per cent in 1999. 

The independent Construction 
Forecasting and Research (CFR). 
which prepares the British fore- 
casts for Buroconstruct, predicts 
that annual output will rise to 
£55.7bn by the end of the century, 
beating the previous peak of 
£55J3bn In 1990. 

However, the industry faces a 
massive task in turning this 
increase in workload into a corre- 
sponding improvement in profits. 

Margins earned by main con- 
tractors remain very thin. Taylor 
Woodrow, which last week 
reported a 43 per cent rise in 
first-half pre-tax profits - driven 
mainly by its UK and Canadian 
house building operations - gen- 
erated operating profits of just 
£ 2 Vim, before reorganisation 
costs in its construction division. 
And this on turnover £80?.4m. 

John Laing’s construction divi- 
sion over the same period deliv- 
ered profits of £1.7m on turnover 
of £5309 - a margin of just 05 
per cent 

- Sir Martin Lalng. chairman, 
says: "Our target is to increase 
this to 2 per cent helped by 
reducing the amount of work we 
win on competitive tender and 
shifting towards more negotiated 
work and partnering arrange- 
ments with regular customers. 

"One of the biggest changes in 
tiie industry in the last seven 
years has been the greater aware- 
ness of both public sector and 
private sector clients that cus- 
tomers and the industry need to 
work more closely, together *a r 
ensure that construction is car- 


ried out more efficiently and that 
those who do the work are ade- 
quately rewarded." 

The UK ministry of defence 
and the environment department 
recently launched initiatives 
aimed at forging closer relation- 
ships with contractors and sub- 
contractors to reduce public sec- 
tor building costs by at least 30 
per cent. 

The moves follow a review of 
the industry’s performance car- 
ried out in the early 1990s by Sir 
Michael Latham on behalf of the 
industry and government. 

Building Manager of the Year 
awards, announced this week by 
the Chartered Institute of Build- 
ing C see Page 4) emphasise the 
gains which can be made when 
customer, main contractor and 
sub-contractors work closely 
together to produce a first class 
result 

There are concerns, however, 
about potential capacity con- 
straints in an Industry which 
shed approaching half a million 
jobs, more than a quarter of its 
labour force, between 1989 and 
1996. Building material producers 
also cut capacity, prompting 
fears that imports may be sucked 
in as demand increases particu- 
larly if sterling remains strong. 

According to the environment 
department, the value of building 
materials exports fell by 9.5 per 
cent in the first three months of 
this year to £888 compared 
with £981. lm in the final quarter 
cf 1996. It was the first time for 12 
months that the quarterly value 
of exports had dropped below 
£900m. 

Concern that costs - particu- 
larly the price of housing land - 
will rise foster than builders can 
raise Jhetr prices is reflected in 
l&e aiecfeti^B^ckhistre stock -mar- 
ket perfannance. Building s har es 
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underperformed the market by 13 
per between March and the 
beginning of August and have 
since recovered by only 5 per 
cent. 

Cost pressures so far appear 
limited to south-east England, 
where the housing market 
revival has been strongest. 

■ Wages or bricklayers and car- 
penters have risen by more than 


one-sixth in south-east England 
during the past 12 months, 
according to Hays Montrose, the 
Industry’s biggest recruitment 
agency. 

Middle management wages also 
have risen as the industry has 
struggled to cope with rising 
demand. Permanent appoint- 
ments, particularly of site man- 
agers, are running at an even 
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higher level than during the late 
1980s. says Robert Smith, manag- 
ing director of Hays Montrose. 

He blames job losses and a lack 
of training by companies for 
emerging skill shortages. The 
Construction Confederation 
recently called on the govern- 
ment to to use windfall taxes to 
boost’traitnng to' alleviate future 
skill shortages in the industry. 


• Managing the recovery: 
Diversification is paying 
dividends for some companies 

Page 4 

• Awards: A Project manager 
in Newcastle upon Tyne is foe 
winner of this year's top prize 
awarded by the Chartered 
institute of Builders Page 4 

The confederation plans to 
increase the number of 18 to 25- 
year-old trainees from 30,000 to 
40,000 over the next three years. 

Cost pressures are emerging 
elsewhere. Building material pro- 
ducers, particularly In sectors 
such as cement, concrete, bricks 
and plaster board where supply 
is dominated by a handful of 
large groups, are determined to 
recover margins when the mar- 
ket allows. Sub-contractors simi- 
larly will want to increase 
returns. 

House builders have already 
warned of large land price 
increases, particularly in central 
London where house prices have 
risen steeply in the past year. 

Steve Morgan, chairman of 
Redraw Group, warned last week 
that house prices in the capital 
were In danger of overheating. 
He said the company would be 
very cautious about buying fur- 
ther tracts of land there on the 
basis of further big house price 
rises. 

“I am not suggesting that cen- 
tral London prices will fall, just 
that the pace of recovery cannot 
continue at its present rate." he 
said. 

Outside London the recovery 
has been more modest, encourag- 
ing the view that the latest 

Continued on Page 4 
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PRIVATE FINANCE INITIATIVE • by Andrew Bolton 


Infrastructure’s foundation 


Contractors seize 
ODDortunities as 


opportunities as 
the government 
removes some of 
the obstacles 


This year, privately-financed 
infrastructure has emerged 
as an established and grow- 
ing source of work for 
Britain's construction indus- 
try. Private finance projects 
worth around £1.6bn are 
now under construction. 
These range from road pro- 
jects such as the widening of 
the M40 to prisons and light 
rail schemes such as the 
■ extension of London's Dock- 
lands Light Railway. 

- ■ Construction of others, 
including hospital schemes 
-worth raanm and the £3bn 
Channel Tunnel Rail Link, 
.between London and Kent 
are expected to start during 
the next 18 months. 

These projects are a legacy 
of the last Conservative 
government’ 5 Private 
Finance Initiative (PF1), 
devised by Norman Lament 
in 1992 when he was 
chancellor of the exchequer, 
to lever private money into 
projects normally funded by 


the taxpaye r. 

Under the PFI. private con- 
tractors design, build, 
finance and operate public 
facilities under long-term 
concessions- in return, the 
public sector pays an operat- 
ing fee based on usage or 
availability payznents. 

Consortla normally 
include construction compa- 
nies and businesses with 
operational or facilities man- 
agement expertise. These 
companies invest around 20 
per cent of the finance 
needed to pay for the con- 
struction work, usually rais- 
ing the rest from banks or 
the capital markets. 

Although the FF1 was a 
Conservative idea, the new 
Labour government has 
embraced it. too. Like its 
predecessor. Labour recog- 
nises the need, to fund public 
sector projects with private 
finance so it can hold down 
public expenditure. 

The PFTs progress was 
slow under the Conserva- 
tives, largely because of the 
complexities of putting 
together financially viable 
and legally workable PFI 
concessions for the first 
time. 

Contractors have thrown 


re s ources at making it work 
because public spending cuts 
have starved them of con- 
ventional public sector work. 
They nevertheless complain 
bitterly that projects are 
costing them millions of 
pounds to put together, with 
no guarantee that conces- 
sions would be awarded. 

C ontr actor confidence in 
the PFI has grown in the last 
few months as more projects 
have reached the construc- 
tion stage and the new gov- 
ernment has acted to 
unblock the log-jam of 
unsigned deals. 

In the weeks after the gen- 
eral election last May. the 
new government pushed 
through legislation confirm- 
ing the legal powers of 
National Health Service 
trusts to sign PFI deals. The 
legislation removed a vital 
obstacle to the PFI in the 
health sector which had 
failed to yield a single signed 
contract It reassures inves- 
tors in projects that NHS 
trusts cannot stop paying 
consortia by claiming PFI 
deals Call outside their legal 
powers. 

The new legislation revi- 
talised the PFI in the sector, 
leading to the award of a 


contract to build a new 
£l37m hospital in Hartford, 
north Kent to a Tarmac-led 
consortium. More hospital 
deals are expected before 
Christmas, with projects 
such as tiie £L93ra Norfolk 
and Norwich Hospital and a 
£35m hospital scheme for 
High Wycombe and Amer- 
sham expected to follow. 

Labour has also strength- 
ened state efforts to get the 
PFI off the ground across the 
board. Geoffrey Robinson, 
the government's paymaster- 
general, has recruited Dresd- 
ner Kleinwort Benson's h ead 
of project finance. Adrian 
Montague, to bead up a trea- 
sury task force to drive for- 
ward more deals. 

Significantly, Labour 
also begun to prioritise some 
projects and scrap others in 
an attempt to focus efforts 
on. schemes which are most . 
likely to go ahead. This has 
meant scrapping the planned 
refurbishment of the trea- 
sury’s own headquarters in 
central London and all but 
14 of file leading hospital 
projects in favour of more 
socially desirable projects to 
rebuild schools and hospi- 
tals. 

This has been well 


received by contractors, who 
have often called for projects 
to be prioritised to prevent 
them from wasting znoney 
on dead-end bids. 

“The PFI process has been 
cumbersome and difficult, 
but approach of the new 
administration has appeared 
to be businesslike and prom- 
ises to speed the delivery of 
projects,'’ says Richard 
CUaxnpett, managing director 
of Amec’s PFI arm, . Amec 
Project Investments. • 

For some construction 
companies,, the PFI offers an 
Opportunity to make reason- 
able profi ts fr om a steady 
worklo ad. “PFI projects have 
effectively given us a two- 
year work load." says Neil 
Ashley, the chairman, of 
Amey, the contracting and 

farfltHws WHmapmiPH f group 

His company is already 
involved in the £200m pri- 
vately-financed extension of 
the M6 motorway into Scot- 
land, the upgrade of the 
A69 road, construc- 

tion of the new Croydon 
T ram! ink in south London. 

But while some people see 
a big fixture in PET p ro j ects, . 
others are more cautious. 
Keith chief executive 

of Kvaerner Construction. . 




Work on a gSbn BnkbatwrMhtfwCttovMi TUnnel (above) and London may start In about 18 months 


believes that _ contractnra .^j rtrflp the overall . construc- 
have only pursued the PKI J tfon market is relatively 
and invested in proj ectft ww onk Having said that- most 
because of a. need to boost the.-, major contractors, 
flagging construction, work- t.-fajhihg Kvaerner, Balfour 


“In PET, .the central role of. Beatty. Taylor Woodrow and 
contractors is of a designer- Jphn Laing, are involved in 


and builder, and that's what -those PFI projects which 
the Industry does best,” says have already been let. 


Mr, Clarke. “Their role as ; Profit as well as workload. 


long-term equity : players - te a significant attraction for 
must "be 8eriously;itojfoted if . -contractors who generally 


the suuket tomes back.” . . expect to make more from 
. -Mr Clarke' bgfieves that : P$T' .projects because they. 


PFI projects: 


extra risk are -effectively working for 


oxt ‘to contractors who are .frgsnselves. As equity inves- 
only prepared to take, it V.fezs, contractors expect their 


consortia to award them can- 
. 5truction work and in some 
facilities managem ent 
contracts. As they a re then 
protected from direct ccsnpe- 
tition for this weak the the- 
ory is tirat margins should 
be better than those for con- 
ventionally procured work. 

Multi-disciplinary contrac- 
tors such as Amec, Tarmac 
or Amey are also well geared 
to winning facilities manage - 
ment contracts which wifi be 
let by PFI consortia whan 
projects reach the opera- 
tional phase. 


INDUSTRY FORECASTS • by Andrew Taylor 


The industry is feeling bullish 




. , V -W 


Question mark 
over interest rates 
is one cloud 
in an otherwise 
sunny sky 


Con^tpidHon output: -selected categ or i 


The outlook for UK 
construction is the brightest 
for almost a decade, accord- 
ing to industry forecasts. 

The value Of total annual 
output at constant 1990 
prices is predicted by the 
independent Construction 
Forecasting and Research 
(CFR) to rise to £55.7tm by 
the end of the century, beat- 
ing the previous peak of 
£55.3bn in 1990 

Private sector investment 
in housing, leisure and other 
commercial activities is 
expected to l ead t he upsurge, 
according to CFR, which pre- 
viously provided research 
for the National Economic 
Development Office. 

Its bullish view is shared 
by the National Council of 
Building Material Producers 
(BMP), representing 2.000 
companies with a combined 
annual turnover of more 
than £20bn. It predicts that 
output will rise to £55-lbn in 
1999, Just short of its 1990 
peak. 

Both forecasting bodies 
highlight special factors 
which wiQ increase spending 
on construction over the 
next few years. 

These include the release 
of funds from the National 
Lottery and investment in 
projects to celebrate the new 
century, including the pro- 
posed MTnpnni um Dome in 
London. 

Add to this increased 
investment in the privatised 
railways and higher spend- 
ing generally on infrastruc- 
ture, under the govern- 
ment’s Priva te Finance 
Initiative (PFI), and the out- 
look does indeed look good 
for the industry. 

The release of capital 
receipts held by local author- 
ities should help spending 



on public sector projects, an 
area which previously had 
suffered under the Conserva- 
tive government 

Current worries include 
reduced spending on the 
roads programme, which 
Labour seems likely to con- 
tinue, and concerns that 
inflation could increase, 
prompting farther rises in 
interest rates. This would 
place renewed pressure on 
mortgage holders and slow 
the pace of the current hous- 
ing market revival. 

CFR says: “The strength of 


consumer spending consti- 
tutes the main risk to fore- 
casts. If the savings ratio 
were to fall in the manner 
seen in the late 1980s, maze 
draconian policies may be in 
prospect” 

Its predictions assume that 
annual retail price inflation 
will be ZA per cent tins year 
and 2 j 9 per cent in 1998, fall- 
ing to 2£ per bent in 1999. 

BMP- expects inflation to 
be slightly higher at 3 to 3% 
per cent over the next three 
years, with base rates rising 
to a peak of 8 per cent next 


summer before faffing b ack 
to 6% per cent by the end of 
the century. Both bodies pre- 
dict that growth in private 
sector housing o utput wfiL 
afro- rising by 13 per cent 
this year, slow next year to 
between 2 per cent (BMP) 
and 4 per cent (CFR) before 
dipping by 1 to 2 per cent in 
1999. 

However, these predictions 
are difficult to reconcile with 
plans announced by many of 
the large home builders 
which expect to increase 
sales substantially over the 
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■ next two years. Mnch will 
depend, as the forecasters 
suggest, on movements , in 
interest rates. 

Investors in house build- 
ing rnmpanlpo also wfTI nwxl 

to be assured that rising 
land prices and building 
costs will not o u tstr i p what 
so for has been more modest 
house price increases - at 
least outside central London 
and its immediate e nvi r ons. ■ 
Big increases in construc- 
tion output, however, are 
forecast in the private com- 
mercial sector , where strong 
demand for leisure facilities 
is expected to lift output by 
at least 10 per cent in each of 
the next two years. 

There has been an explo- 
sion, says CFR, in demand' 
for entertainment facilities 
such as multiplex cinemas. 
It expects commercial output 
to rise by 28 par cent over 
the rtftvt three year.* This’ 
would still leave private- 
MmrnwTjal Output' SOSne 15" 
per cent lower than its peak 
In 1990 When thp - mrnmwriaV 
: .pro pe r ty market, was at its 
zenith. 

Infrastructure work,: some' 
of -, which is expected to be 
included in private commer- 
cial figures sector, is forecast 
to rise steadily ovep-the next' 
three years. 

•; Several large railway pro- 
jects are either underway ori 
in the pipeline. Projects- 
include the completion of 
the Jubilee Une ■ under* 
ground in 

the Channel Tunnel raft 
link, and improvements :^tb 
the west coast main.ftnej. 

Increases in nDway work, - 
gas and electricity projects - 
will more than offset a- , 
decline in spending on roads. 
The Impact of windfall tabes 
on forma* public 35 

unlik ely to affect output 
until towa rds the e nd of the 
period, the forecasters say. - 
Equally, the release of cap- 
ital receipts by local author!- ' 
ties win take time to week 
through to Increased public 
sector house building. .. 
Repair and maintenance - 
work is Ukaiy to be a more 
immediate beneficiary of the' 
change in government pol- 
icy. . 

The recent weakening in 
business confidence has cast 
a shadow over, forecasts for 
industrial output, says BMP- 
Manufacturing prospects 
have been damaged by the 
, strengthening of sterling, 

1 which recently has .been 
| trading against the DMaric at 

dose to its old ERM level of 
DM2 95. 

It expects industrial out- 
put to rise by 6 per cent tills 
year but only by 2 per cent 
next year and to stand still 
in 1998. 

CFR, however, takes the 
view that inward investment 
by overseas groups will but- 
tress this sector, ft forecasts . 
industrial output rising by 
just 3.5 par cent this year, 
increasing by a further 4 per. 
cent next year and rising by- 

2 per cent in 1998L 

Repair and maintenance- 
led by the pr iva te and public ' 
ho using sectors is forecast 
by CFR to rise over the next 
three years at an annual rate . 
of 2L8 to 3 per cent and by 2 
to'3J5 per cent by BMP. 

The figures may differ 
in individual sectors but 
both sets of forecasters 
agree that the industry out- -. 
put is set to rise sharply 
over the next tew yeax&.-'ft ' . 
remains to be . seen, whether, 
gains in Wfome sates can . 
be translated fntoifrtefeer- - 
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Poor coflLditioiis 
.p^dlow^^rrare; 
■ oc reasons 


steel. . erectors and you give these people - it’s 
and outrageous. They pay people 


rFinp-yyinn gf 


and also of the 
BSm lhdu gtiy Train- 
fog (CTTB) - one of 


more in McDonald’s. And 
ilem is easy the conditions on site are 
'solutions are just not up to standard, 
c h ai r man of Privately at least, such 
nd also of the views are shared by a grow- 
idustry Train- jng number of the trig con- 
TB) - one of tractors. What is also clear is 


Gordp& vBzteRh;. the _UK ; fog;B&fefi*UCrrB) - one of tractors. What is also dear is 
djancsBOTarfee. exdieauer, ju^ twq ^atutory training that the number of constrao- 
&a s m atte mn af’ hjs' at^^-'hoard^. tfr - have survived tion companies genuinely 
tiie go believes con- committed to training' is 


ttiwnfc to 1 

long-texm 7 tnianidb^ienL T -- 'move^rway from the tradi- 

of -the -appreh- 

weKu-e-tnwp^^ -^^.competition far 

could — if tt Wdtks - do for ; 'youngstHtefrom the service 
•more tin»simply -. shorten ^ tor^sfiks grOwing, be says 
the quote - oTiineinpIoye^l ifc uii^ &dUstry; ; must be pre- 
toula aisti fidp to solve/to take an as appren- 

saften, what fo xamniKDg -fo-"tl(^-ybb^.adulteas w^ as 
be A desperate ^ also try to' 

young recruits and skilled- . reettidt more- women and 
labour ta thft'UK constmn young people from ethnic 
tion industry. 


r - 510 ^^ 0 ^, comp ardes must nowhere near pn^igti 

' move -awav. from iht» trarti. iWo ~r 


A government announce-; 
meat giving details, of how- 
the guvmamantisfnew deal” 
will affect _ eonsfruetkm is 
expected shoFtiy v . • . r— 

Industry leaders hope that 
as -many as 10,000 construe- 
turn tr tkmg pteees cotddbe. 


: . Mr Try and-thehoard have 
atea- asked contractors to 
.impact a *T»cfc: to basics” 

approach mida rdafrn to tra- 
ditiohal -stru c t ur ed appren- 


There are, ctf course, suc- 
cess stories. Among the con- 
tractors, Shepherd and Mor- 
rison have excellent records. 
Mace, the project manage- 
ment concern, is also widely 
respected for its commit- 
ment, as is Kawneer, a dad- 
ding company that and 
installs through a dealer net- 
work but insists that all sub- 
contractors are trained to its 
own standards^ - 
But there are many busi- 
nesses which believe it Is 
easier and cheaper to poach 
trained staff from rivals, and 


_ , . - _ _ — 1 — uviu xxv(U9« <mu 

ti c astd pft albert from a wider there are many who evade 


as-many atf ia.009 construe- social base. , . .. paying the statutory CITB 

turn training places amid be . Mr Try says; "Employment levy. List year, the board 
involved, Jhey are also Keen from day ; orie to a structured tracked down more than 
that man^r provided under apprenticeship aheme with njXX) companies which had 

tried tte 

to prepay ,*uWhnfi jobaL.-Tct, finte-an-industr^wide body Hevy 

have thOTfeands of SH-mati-;,. r which I think would have * . But if tiie CTIB is critical 
vated jwmgsfers spas&og^^- - to be^flw CHTBt- -would be a of large parte of the eon- 
few we^g in tiy Industry , go^^im^sage.. for parents structian industry, there are 
b^romprioag^wmfliF not- and young-people. We have, many who are emiaBy criS 
- y ;toreaHse^iat the soft option -cal ofths CTTB. In eariy Sen- 
anyfijiogi ^he^constnai: of the iyoutb training ,-tember, the National BoecfaL 
ti«i igflusgrs,desire. to; afoemft^d^nabledusto ist ContraSS^S^ 
°^ e > th ? yog»S pgoB^ .virtoally .which r^iresmrts 5,000 roe- 
cee<L Wibeen hastened . ap£ rttifout commit- cialist construction: roznna^ 

since m^ Venatsl ^fiction ^ — .-j “uirwimpa 


few we^ar to the industry 
be&aenicvmg «u wonkf hot 
hefo>gangfeh&-v - z 1, ^ 

If anyth Tog^ jfoe construe; 
tion ififlustiys aesire to 
make .theg^w i 4 dBaF’ suc- 
ceed:. harfibeen hrightehea 


since 

£2^ :.^-'»to»itdidlrered.bet- 
facing a- trafotng v.least. stoteble te- value for money. 

rp -■ . Butwm.fflae worrying r An irony wdi Bndmdwvi 
Mkaal ^ufoss^W ^4ra- .than foe industri’s jUlhre to by contractors' is that- the 
matic decline yonsg >pebfeteris its industry faceTtfae ^sr^ 

to * ***%<*; to • itototo them, of.jhe highest 
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j ffli PM EHT • by David Taylor 

Machinery 

has key to 

efficiency 
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INNOVATION • by Kristina Smith 
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Thefeithfiil 
backhoe loader 
: has come a 
long way over 
the years 

Construction, like any other 
industry , is constantly 
searching for productivity 
and efficiency. Given the 
depths of this decade's reces- 
sion, and the huge impact it 
has had on construction, 
pursuit of these twin is 
keener than ever. 

However wen streamlined 
the design, procurement and 
programming of a building 
xa civil engineering project, 
there always remains the 
risk of coming unstuck when 
site , work begins. Construc- 
tion equipment manufactur- 
ers have a vital role to play 


As a general rule, the 
guiding principle of all con- 
struction plant design and 
development has been to 
produce a machine which 
will do more, and do it 
quicker and more cheaply, 
than before. 

The backbone of the con- 
struction site is still the 
earthmoving machine - be it 
an hydraulic excavator, 
mounted on tracks or on 
wheels, a loading shovel, or 
the ubiquitous backhoe- 
loader, a machine pioneered 
in this country by JCB over 
50 years ago. 

Although today’s 
machines are essentially 
similar to their early ances- 
tors , their performance and 
productivity bears little 
resemblance. 

The backhoe loader, for 
example, began as an agri- 
cultural tractor with a 
mechanical loading bucket 
bolted to the front and a dig- 
ging arm on the back. The 
basic configuration remains 
unchanged, but now these 
^machines come with an 
array of attachments for spe- 
cial jobs and are fitted with 
highly sophisticated hydrau- 
lic circuits which will auto- 
matically select the optimum 
engine speed and power out- 
put for the work in hand. 


“Most developments 
revolve around yw«k<n e sure 
fewer people are involved: in 
other words, at saving man- 
power," says David Barren, 
director of the Federation of 
Manufacturers of Construe- 
tion Equipment and Cranes 
CFMCEC). 

Keith Jones, director of 
the Manchester-based manu- 
facturer Fermec, agrees. 
“Everyone’s looking for 
super-efficient machines," he 
says. But he points out that 
there are other consider- 
ations. Fermec, like every 
other manufacturer, has to 
consider what Mr Jones «*iir 
“ the cost of ownership". 

“It’s not just a question of 
. hOW much a maohina gan do 
or how quickly it will work," 
he says. “People are now 
looking at the total cost of a 
machine, not just its up- 
front cost.” Increasingly, 
plant manufacturers are 
competing less on machine 
specification, and more on 
the quality of their after- 
sales service; the cost, and 
availability, of spare parts; 
and on re-sale value. 

Just as there is little, in 
absolute terms, to choose 
between the various makes 
of executive saloon car, an 
excavator from, say. Cater- 
pillar will not necessarily be 
noticeably more productive, 
better made or fuel efficient 
than a Komatsu, a JCB or a 
Samsung equivalent “It’s all 
the peripherals which really 
make the difference,” says 
Mr Jones. 

Since by far the largest 
proportion of construction 
plant in the UK is hired 
rather than owned outright 
by the contractor, buyers 
have a powerful incentive to 
buy the latest equipment 
with which to attract cus- 
tomers. They also heed reli- 
able equipment - downtime 
is phenomenally expensive, 
especially if it brings all 
work on site to a standstill. - 

It is no longer wmstm! for 
a site to depend vary heavily 
on one item of plant Obtain- 
ing maximum utilisation 
faom a machine is now more 
important than ever, so it 
makes sense to produce 



Wind of change 
not always felt 


ReliaMe equipment is vital: a failure can bring a whole site to a standstill 


equipment which is as versa- 
tile as possible. 

This, in part, is why the 
backhoe loader remains so 
popular. But it is also why 
another type of machine, the 
telescopic handler - which 
two decades ago was a rarity 
on construction sites - now 
rivals the backhoe loader as 
the industry workhorse. 

Like the backhoe. the tele- 
scopic handler started life on 
the farm. A four-wheeled 
vehicle with a telescopic 
boom similar to that of a 
mobile crane, the telehan- 
dler was invented as a 
method of handling straw 
bales and pallets of fertiliser 
bags. Instead of a hook on 
the end of a rope, the 
machine's boom carried a 
pallet fork. And as more 
building materials started to 
arrive on site packed on pal- 
lets. instead of loose, the 
-telehandler soon found 
plenty of construction work. 

David Bell, managing 
director of JCB’s materials 
handling division, says: “The 


used a small mobile crane, 
now they use a telescopic 
handler. When you need to 
do some light earthmoving, 
a telehandler with a bucket 
attachment will do the job. 
One machine can do the lot.” 

Because modern construc- 
tion machines are worked so 
bard, and for such long 
hours, the comfort of the 
operator is paramount. 
Working on the principle 
that a happy machine opera- 
tor is also a productive oper- 
ator. manufacturers now 
build into their machines a 
level of comfort rivalling 
that of a luxury saloon car. 
The seat and all controls are 
now commonly adjustable in 
three dimensions; air condi- 
tioning is almost as basic a 
requirement as heating; and 
a top-quality stereo compact 
disc and radio system is 
offered by most manufactur- 
ers. • 

What is believed to be the 
world's largest excavator, a 
German- built O&K mining 
shovel delivered this month 


market is extremely strong, to the Canadian company 
particularly in construction. Syncrude, takes this provi 
Where people would have slon almost to the limit The 


PERFORMANCE IMPROVEMENT • by Andrew Pring 


Partnering is taking off 
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This system is 
seen to improve 
working relations 
and boost 
productivity 

Strange things have been 
happening recently in the 
traditionally dispute-riven 
building industry. Projects 
are . jywnfag in on time, or 
ahead of schedule They are 
often under budget, some- 
times dramatically so, and 
final accounts are being set- 
tled early. 

The key to this quantum 
.leap far the industry - or, at 
. -least, certain parts — is to be 
found in a 1994 govemmect- 
, 'c ommissio ned report “Con- 
structing The Team”, writ- 
ten by the farmer Conserva- 
tive MP Sir Michael Latham. 

The Z report was packed 
.-with analysis of the indus- 
try’s -besetting sins - adver- 
BdriaHsm, lack of trust, poor 
design management, and 
^.deliberately, delayed .pay- 
ments- Its many proposed 

- solutions included the 
. wholesale adoption of part- 
nering . • .arrangements 
between client, contractor, 
sub-contractors and suppli- 
ers. 

- Quoting in his report the 
influential- client organisa- 

' tion, the Chartered Institute 
of Purchasing and. Supply, 

Sfr Michael said "Partnering 
' includes the concept of team- 
work between supplier and 
client and of total continu- 
cras' improvement It requires 
openness between parties, 

- ready. . acceptance of new 
ideas, trust and perceived 
mutual benefit We are confi- 
dent that partnering can 

bring significant benefits by 
im pr ov in g quality and tiitie- 
-finess erf completion whilst 
reducing costs.” 

■ The latter point was of 
-particular interest to clients 
. and contractors. By urging 
toe adoption of a partnering 
. structured management 
approach to facilitate team- 
building, Sir Michael was 
endorsing studies which 
showed that building costs 

- could be cut in the long term 
by up . to 30 per cent, and on 
one-off projects by between 2 

• and 10 per cent- 
-This was heady stuff. 


little wonder there has been 
an explosion of interest in 
partnering. 

An unquantified but size- 
able number of projects have 
now adopted partnering. 
New cooperative ways of 
working are taking root 

When assessing the impact 
of partnering and how 
deeply it has penetrated the 
industry's psyche and 
improved its performance, it 
is necessary to separate real- 
ity from the hype. 

As a report on five major 
projects to be published in 
November by the University 
of Westminster’s School for 
the Built Environment 
points out, there are other 
factors in play that may be 
helping improve onsite per- 
formance, even In genuine 
partnering projects. 

Westminster's James 
Barlow Bays: “Our report has 
identified some very 
significant cost savings, but 
it’s difficult to disentangle 
how much 'is due to 
partnering or other things 
going an, such as business' 
process re-engineering or 
technology improvements, 
or the stage of the business 
cycle in a commercial 
market. 

“A number of clients were 
already seeking ways of 
improving their construction 
procurement practices 
before they adopted partner- 
ing." 

Supporters of partnering 
may dismtes these as irrele- 
vant academic quibbles. 
They have semi the future 
and they know it is working. 
And they can point to a 
growing body of well-docu- 
mented major projects, 
including those in the West- 
minster report which show 
that, for whatever reasons, 
partnering is producing bet- 
ter working relations and 
improved productivity. 

Driven by enlightened cli- 
ents, a number of contract- 
ing leopards have changed 
their spots and sloughed off 
the old confrontational 
ways. However, even part- 
nering’s leading apologists 
accept there Is a long way to 
go before it becomes the 
norm and all contractors 
raise their game to this 
heightened level of perfor- 
mance. 


The verdict of Sir Michael 
Latham himself is instruc- 
tive. Expressing disappoint- 
ment at tardy implementa- 
tion of the new contractual 
framework, he says: “1 think 
It’s fair to say progress has 
been better than I expected 
but not as much as I'd like.” 

His view is echoed across 
the building spectrum. Sir 
Nigel Mobbs. chairman of 
the developer Slough Estates 
and chairman of the Reading 
Construction Forum, marks 
the industry's post-Latham 
progress at “five out rtf 10’’. 

He comments: 'T think its 
performance has improved 
in general in the past couple 
of years. But there’s still a 
great variance in perfor- 
mance across the industry, 
depending on the quality of 
the management. There’s 
clearly still considerable 
scope for improvement. Cli- 
ents want more value out of 
their projects.” 

Peter Appleby, a construc- 
tion procurement director 
with the Tesco supermarket 
group, is even more cau- 
tious. “The industry’s got 5 
per cent down the road 
towards improvement. It’s 
still in the first flush of 
youth. But when you think 
we’re up against over 100 
years of the old ways, it’s 
going to take time to 
improve.” 

A far more upbeat mes- 
sage Is to be heard from Pat- 
rick McGQlycuddy, construc- 
tion director for the 
trader-developer Gazeley 
Properties which procures 
all Its projects through part- 
nering. "There's been a sea 
change in the industry since 
Latham and and partner- 
ing;” be says, construction 
industry is now looking at 
itself as a service industry 
and the end-users are now 
being called customers. 
Encouraged by the major cli- 
ents, contractors are now 
adopting a retailing ethos. 
And there’s a growing accep- 
tance that everyone involved 
is entitled to a decent return. 

“It’s not perfect yet, but 
the level of disputes is 
declining and it’ll become 
the norm across the indus- 
try. In five years weU have a 
world model.” 

While also willing it to 
succeed, contractors 


involved in partnering are 
often frustrated by client 
reluctance to share the bene- 
fits. Bob White, chief execu- 
tive of Mace, says: “Some are 
looking tor the benefits but 
are not so committed to the 
relationship that they want 
to share what comes out of 
it” 

Neville Simms, chief exec- 
utive of Tarmac, and Sir 
Martin Laing, chairman of 
Laing, both support partner- 
ing. “It takes away huge 
chunks of adversarial head- 
banging," says Mr Simms. 

Clients often argue that a 
mechanism for sharing 
saved costs is unnecessary: 
the increased productivity 
and shorter construction 
period should be reward 
enough for a contractor. Fur- 
ther down the contracting 
chain, few specialists or sub- 
contractors have yet to see a 
“peace dividend" from Sir 
Michael Latham's reforms. 

Rudi Klein, chief executive 
of Specialist Engineering 
Contractors Group, which 
represents the mechanical 
and electrical sector, says 
there has been little attempt 
to Involve his members in 
the partnering team. “The 
main contractors have been 
very keen to partner clients 
but not with their own sup- 
pliers," he says. "If J was a 
partnering client rd be dis- 
appointed the concept wasn’t 
being applied to all the 
people working on my proj- 
ect” 

He has also been con- 
cerned at the continuing 
demand for performance 
bonds on some partnering 
jobs. “Not only does it wipe 
out the specialist's overdraft 
facilities, it reflects the main 
contractor’s lack of confi- 
dence in the other parties. 
Yet trust is what partner- 
ship is meant to be based on. 
There is still a lot of pessi- 
mism about whether part- 
nership is all just talk or 
really reflects a change in 
the commercial ethos.’’ 

He and many others are 
pinning their hopes on the 
new building codes to be 
introduced next year. These 
are intended to help extend 
partnering beyond the few 
unarguably successful pro- 
jects that have tantalised the 
rest of the industry. 


800-tonne RH400 will work 
miles from any permanent 
settlement and its operators, 
working in 12-hour shifts, 
have a rest-room complete 
with clothes chest, coffee 
machine, microwave oven 
and refrigerator - all built 
into the mar-hlnp 
Mr Jones at Fermec 
believes that future develop- 
ments will lift some of the 
burden of skill from opera- 
tors. Electronics can help 
reduce the physical and 
mental effort required as 
well as improving reliability 
of the machine itself, he 
says. These days, people are 
looking for machine opera- 
tors to be able to jump out of 
one machine and straight 
into another; if it requires 
less skill to operate different 
types of plant, significant 
savings in manpower can be 
achieved. 

• The author is features edi- 
tor of Construction News 


Technical skills 
are found to 
be in short 
supply at many 
companies 

Many people have an image 
of the UK construction 
industry that those within 
would very much like to 
purge: a man wearing a hard 
hat, low-slung jeans and a 
cheery smile. They see him 
as a hard worker, maybe 
something of a rogue, hut 
definitely not an innovator. 

This is not snip rising, 
argues David Gann, profes- 
sor of innovative manufac- 
turing at the science policy 
Research Unit (Spru), at the 
University of Sussex in 
southern England. “There 
is,” he says, “a great mass of 
the Industry that is not pro- 
fessional, is very poorly 
skilled, and does not feel the 
wind of change. 

His unit’s research shows 
that of some 200,000 con- 
struction companies in the 
UK. only 2JJ00 have 15 to 20 
professional staff with tech- 
nical capability. 

Construction covers a host 
of industries - refurbish- 
ment, b uilding on all scales, 
road construction and main- 
tenance to name but a few - 
and there is innovation, 
even though 99 per cent of 
enterprises do not have the 
resources to research and 
develop. But innovation in 
the industry is often 
unstructured, says Professor 
Gann. “Most innovation in 
construction is about solving 
problems caused by other 
people in the process.” There 
is a fundamental difference 
between R&D in the con- 
struction industry and R&D 
in other industries, argues 
Steven Groak, a director 
with consulting engineers 
Ove Arup & partners. 

“If you look at the 
machines in the kitchen 
there is a direct line between 
theoretical research and the 
product in the shop,” he 
says. “In construction, it 
is projects themselves 
which create the demand 


for innovation.” 

However, there are a few 
sectors of the Industry 
where R&D takes a conven- 
tional form. Some of the 
leading suppliers spend large 
amminte of time and money 
developing their products. 
Professor Gann holds up 
Rediand Roof as an example, 
citing the Rediand Total 
Root a factory-finished roof, 
delivered to rite as one com- 
ponent frilly engineered and 
designed. 

Schindler, the lift manu- 
facturer, is another example. 
It has already launched a lift 
with a modular shaft - the 
Schindler Mobile - which It 
claims can reduce installa- 
tion time on rite by up to 60 
per cent 

Both are examples of the 
move towards prefabrication 
which has been gathering 
pace during this decade and 
is a world away from the 
system building of the 1960s. 
says Professor Gann, who 
adds: “If you harness IT with 
flexibility in design you end 
up with a flexible product 
made with standardised 
parts. 

“We could not do that 
before: that is the major 
change of the 1990s." 

Graham Raven, develop- 
ment manager far the Steel 
Construction Institute, 
points to developments made 
in light gauge steel which is 
used for offsite production 
of buildings for groups such 
as McDonald’s and Travel- 
odge, as one of the steel 
industry's recent achieve- 
ments. “Prefabrication is 
something that has really 
taken off over the last two 
years,” he says. To make the 
best use of these technologi- 
cal developments, the whole 
process of engineering has to 
move forward. Companies 
such as BAA lead the way 
here, throwing aside tradi- 
tional contracts, remoulding 
relationships between the 
parties involved and the way 
they do business. 

Partnering - shared risk 
and shared benefits - is also 
starting to change the face 
of the industry. • 

Tied into the evolution of 


these new business pro- 
cesses is the evolution of the 
tools that the industry-needs 
to operate them. 

“Construction is about 
managing temporary collu- 
sions of companies, and 
when you have that situa- 
tion you need good informa- 
tion systems." says Professor 
Gann. 

Information technology is 
one area where the UK con- 
struction industry is making 
steady progress, pulled 
together by the Construct IT 
Centre of Excellence 1 at the 
University of Salford. The 
centre was set up in -1995 fol- 
lowing a wide-ranging sur- 
vey of the industry- -spon- 
sored by the -- then 
department of the environ- 
ment. It led to the publica- 
tion of Construct IT - Bridg- 
ing the Gap. 

Martin Betts, chief execu- 
tive of Construct IT Centre 
of Excellence, says: “We 
have begun the process of 
sharing Information with 
each other. Companies are 
comparing themselves' with 
each other, which ’ Shows 
them that they need to inno- 
vate. They are also compar- 
ing themselves with 'other 
industries, which -shows 
them how much they need to 
innovate.” 

The last recession forced 
contractors to innovate, 
albeit in a small way. When 
the jobs were not there for 
the picking, and the margins 
were shrinking, companies 
had to take a serious look at 
the way they were operating. 
Some areas of contracting 
stand out as forward-look- 
ing. Colas , the road mainte- 
nance specialist, has spent 
years developing new tech- 
niques for resurfacing roads; 
only now are they coining 
into their own. 

Instead of s trip ping off the 
old layers and starting 
again. Colas’ method uses 
the old materials and rejuve- 
nates them on the spot This 
technique uses less new 
aggregates, takes less time 
and cuts costs. 

• The author is deputy fea- 
tures editor of- Construction 
News 
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MANAGING THE RECOVERY* by Andrew Pring 


Qualities 
are put to 
the test 


Diversification 
has helped some 
to emerge from 
recession in 
good shape 


Contractors are a resilient, 
adaptable breed, and those 
qualities have been tested to 
the full by the recession of 
the early 1990s and its pain- 
fully drawn-out aftermath. 

Survival strategies have 
differed, depending on com- 
pany size, spread of 
operations and the chief 
executive's personal vision 
(for which, in some cases, 
read institutional/banking 
diktat). But two approaches 
have been most evident 

The majority of contrac- 
tors have pulled in their 
horns and focused an core 
b usin ess, cheaply offloading 
property, plant-hire or their 
housing divisions in order to 
free working capital. 

Others, often those In bet- 
ter shape to start with, have 
seized new opportunities to 
diversify. Facilities manage- 
ment, a niche many contrac- 
tors once viewed dismis- 
sively, has burgeoned due to 
the same recessional cost- 
pressures encouraging cor- 
porate clients to outsource 
non-core operations. 

Neil Ashley, chairman of 
Amey. saw the possibilities 
earlier than most and has 
taken, among other more 
mainstream contracting 
businesses such as Ports- 
mouth's street cleansing on 
to its books. But there is 
now a positive feeding 
frenzy among many other 
contractors, particularly 
around former public utili- 
ties such as Rail track and 
BT. 

For the leading contrac- 
tors. two other escape routes 
have opened up - the tradi- 
tional recession tactic of 
adventuring abroad, and the 
mould-breaking move into 


privately-funded infrastruc- 
ture work at home In the 
UK. Both are paying off 

Nearly 70 per cent of 
Boris's £i.5bn turnover last 
year was outside the UK, 
much of it from global cli- 
ents such as BP. “We are 
working everywhere except 
South America, says Sir 
Frank LampL chairman of 
Boris. 'That is now being 
addressed with a Brazil 
office opening this year an d 
one in Argentina next year. 

Many other British con- 
tractors are also abroad in 
force, with Amec, Tarmac 
and Balfour Beatty deriving 
between a quarter and a 
third of their turnover from 
overseas. 

Some of these projects are 
boots - bull d -o wn -op er at e- 
transfer - schemes, a 
method of self-investing proj- 
ect-delivery of which British 
contractors have long experi- 
ence. This has stood them in 
good stead for their own gov- 
ernment’s PFI work, which 
though plagued fay delays is 
close to achieving critical 
mass. Building and operat- 
ing infrastructure can offer 
attractive investment 
returns, and Tarmac, for 
example, has built up a £lhn 
PFI portfolio of hospitals 
prisons, roads and schools. 

Whatever size the com- 
pany, all have been been 
forced into ruthless job cuts, 
with many hundreds of thou- 
sands of people finding 
themselves out of work. This 
attritional phase lasted far 
longer than in any previous 
recession, creating along the 
way a landscape littered 
with false dawns. Only 
recently has it become, in 
the words of Sir Martin 

Tiling , chairman of T-alng , “a 

time for hiring rather than 
firing". 

Equally important to sur- 
vival has been a new cus- 
tomer focus. Sometimes in 
the past, the customer was 
king only until he awarded 



Cranes looming over the rooftops of central London am a sign that the UK construction Industry Is returning to batter times 


mote Mae Mnfan) 


the contract. Then he took 
his chances along with 
everyone else In the building 
process. 

A new and more enlight- 
ened generation of contrac- 
tors such as Neville Simms, 
chief executive of Tarmac, 
had long realised this was 
not the professional way to 
run a huge sector. As they 
revamped their companies, 
they sought “to broaden the 
offer", as Mr Simms puts it 
This has meant getting 
closer to the client, under- 
standing his n eed s and deliv- 
ering cost-effective and often 
'one-stop' solutions. 

By broadening their after, 
contractors can achieve a 
hi gher - proportion of higher- 
margin negotiated work. 
These client-friendly initia- 
tives are part of the ground- 
breaking drive towards bet- 
ter working relationships, 
which has found its ul timata 
expression in partnership, a 


new performance-enhancing 
way of building outlined fay 

Sir Michael T Jitham In his 
1994 epochmaking report 

Accompanying this has 
been a new spirit of profes- 
sionalism in the way con- 
tractors run their business. 
Hugh Try, chairman of Try 
Group, says: “The very hard 
lessons of the past four or 
five years have been learnt 
We are leaner, more effi- 
cient and much more care- 
ful about increasing our 
overheads. And this has 
given us a new confidence." 

Part of the new profession- 
alism is to focus firmly on 
the bottom ling Mike Wel- 
ton, chief executive of Bal- 
four Beatty, says: “We con- 
centrate on being a 
profit-making business 
rather than just chasing 
turnover to keep the order 
book full Being more selec- 
tive and conscious of the 
risk-reward ratio Is a cul- 


tural eharig p that takes time. 
People in this industry tend 
to get excited at the thought 
of bufiding something. But 
we're changing.” 

If success is measured by 
sheer survival then these 
strategies have worked. 
Almost all the big household 
names are still there, with 
the notable exception of 
Trafalgar House, bought for 
£904m in March last year by 
Norwegian group Kvaerner. 

But margins, though 
improving in the past year. 


are still woefully thin at 
between Z and 2 per cent for 
those doing well. Mr . Try 
says: “There are too many 
people still going in at cost, 
dr just over. cost. I don’t 
know why apjfoue should be 
doing that ixi the current 
market” 

Tarmac’s Mr Simms puts 
it more bluntly. “We're .sim- 
ply selling our skills too 
cheaply. How can we 
develop and invest for the 
future if we’re not achieving 
more profit? • 


“We ahouldht be chasing 
margins of 3 per cent - we 
should be achieving 8 per 
cent margins. But oven with 
those clients who are how 
partnering, there are too tew 
Who lrhitarahmfl thin r .. 

One other problem haunts 
some nhiimf executives — .the 
next recession, or as Mr Try 
puts it, “when tp-get off the ; 
roundabout”'. ' . 

Sir Frank Lamp! says his 
company is now looting to 
minimis e the impact” of the 
next downturn, which he 


says “logically win be after 
the year 2000. “We have just 
completed our new five-year 
plan and we are being very 
careful We are worried 
because so much current 
work Is geared to millien- 
nium projects.” 

Sir Taring r wnahw 

“cautiously optimistic", and 
Tarmac’s Mr Simms says: 
“■nut's what people used to 
say about the flharinai Tun- 
nel - what will you do next? 
But something always turna 
up." : • 


BUILDING MANAGER OF THE YEAR AWARDS • by Andrew Tayfdr 


Hannon takes ton prize 


Laing's project 
manager sees . 
ways of trimming 
months from 


Never leave home 
without it 


programme 




Whether you’re a multi-national 
corporation, or have ambitions to 
become one, the criteria are the same 
when you venture overseas. To be a 
success, the enterprise must be 
affordable, achievable and profitable. 




B° v 


In 30 countries around the world, 
Bovis is already there to help you 
realise those goals. We speak your 
language and the local dialect. We 
understand your priorities and how 
to provide the services you need. 



Above all, we share your 
commitment to the new venture. 


Global companies such as BP, Bank of America, Cargill, 
Daewoo, Intel, Lend Lease, and Marks & Spencer all rely on Bovis to 
manage their international construction projects. 


We know their objectives and we’d like to know yours. Whatever your 
business, wherever you’re going next, Bovis can help you make more of 
the opportunity. 


Bovis 


Initiatives to improve 
construction performance 
and reduce building costs by 
30 per cent have been 
launched by industry leaders 
and successive governments 
in the 1990s - but It is the 
construction site, manager 
who has to deliver if benefits 
are to be realised. 

The Building Manager of 
the Year awards, presented 
this week in London by the 
Chartered Institute of Build- 
ing, recognise that it is line 
officers and the intently who 
decide the outcome of bat- 
tles. not the generals who 
devise strategy. 

The awards, in their 19th 
year, are sponsored by Calor 
Gas and Asta Power project 
in association with the 
Financial Times. 

Overall winner this year is 
Wilf Hannon, 53, who was 
appointed project manager 
11 weeks into the £19.5m 
refurbishment of the Fen- 
wicks store in Newcastle 
upon Tyne when the job was 
going through a particularly 
tricky patch. 

The contract awarded to 
John Lalng involved sub- 
stantial demolition, replac- 
ing floors, bracing adjacent 
buddings, and the removal 
of 9,000 cubic metres of earth 
through a busy city centre 
before altering and extend- 
ing the store - which expec- 
ted to remain open through- 
out. 

“With so many different 
types of work to be carried 
out In different areas of the 
store at various Hmw the 
logistics of sequencing work, 
moving the shop staff, pro- 
viding temporary sales space 
and providing safe access for 
the public, were very com- 
plex," says the Chartered 
Institute of Building (CIOB). 

Relations between client 
and the various construction 
teams were strained by the 
time Mr Hannon took over. 

Problems were exacer- 
bated when the client pro- 
posed to accelerate the 
works. Mr Hannon, however, 
proposed to cut 13 months 
from the programme - at no 
extra cost - by changing the 



control as brickwork fore- 
man”. He persuaded the cli- 
ent to erect a small plaque in 
memory of the original fore- 
man. ■ 

Winner of the category far 


WW Hannon: Ms work at Newcastle proved to be ■ winner 


slow piece-meal excavation 
of the basement to using 
mechanised- excavators 
working carefully around 
the existing steelwork: 

Other Innovations 
included the introduction of 
a suspended dust-proof, plat- 
form to allow full public 
access while a ceiling was 
replaced above the platform. 

The project manager also 
persuaded neighbouring 
shops to allow materials to 
be stared on their roofis; sav- 
ing time and cost, the CIOB 
says. 

.The biggest job facing the 
project manager, however, 
was to win the trust of the 
client and sub-contractors to 
create an homogeneous team 
which would co-operate 
closely to re-programme the 
work and ensure problems 
were resolved amicably: 

The result was that the 
project not only won the 
award for schemes valued at 
£Sm to £25m. but the overall 


Gold Award as well 

Bufiding manager of the 
year for projects worth more 
than £25zn was Stuart Lowe, 
also employed by John 
Laihg, who was project 
director for a £43m contract 
for Britannic Assurance’s 
new headquarters sooth of 
Bi rming ham. 

*Th order to achieve the 
quality and performance 
required by the contract, Mr 
Lowe insisted that sub-con- 
tractors should not be cho- 
sen on price alone, but on a 
combination of price, qual- 
ity, performance and safety," 
said the CIOB. 

He monitored closely the 
individual progress of each 
sub-contractor. 

“At a critical stage m the 
brickwork programme, the 
brickworkfomnan-cofl^sed 
and. died on site and his 
■ bricklayers left," said the 
CIOB. 

-Mr Lowe persuaded them 
to return, and “took personal 


awarded a Bte-time achieventtot medal by tite caiattered 
Institute of B an d in g, writes Amfrew Taylor. 

ti» medal for Ms ' 

only for his work to prevtous yf^but arroogbont i ^ 
carear.-the dOB said. ' ..; : l ' ... ■' ‘ 1 


Industry Board and was awanfaxltJKiCaJBfar Mf i-vViVt" 
services to the construction industry to the NeW Year’*’ '" S 
honours list The CIOB emph«i i ft »rsfr tag' s Wh ile 
promoting Construction as a career fo ryan og people. . ■ ;> ; 


projects np to £5m is 
MT. Alex Darvfll employed 
by-Amey in charge of the 
team building a ■ £l.58m 
Guide Dogs for the Blind 
Hospital hear Newmarket, 
Suffolk. . 

The brief was to bufid the 
hospital for small animals 
with operation theatres, iso- 
lation and intensive care 
- unite, kennels, cancer mints, 
an X-ray theatre, offices and 
reception area within 44 
weeks and the tight budget 
demanded by the charity. 

Establishing a clear con- 
struction programme was 
complicated by design 
changes introduced after the 
contract was awarded. 

“The nan-confrontational 
relationship fostered by the 
construction team, attention 
to detail and willingness to 
listen and offer practical 
solutions to site problems, 
enabled Amey to negotiate a 
number of additional work 
packages an site," says the 
CIOB. 

These included installa- 
tion of a generator to serve 
the 25-acre site and “export” 
power back to the national 
grid, high and low voltage 
distribution systems, a tele- 
communications and data 
network, a new water mni^ 
and hydrant network, access 
roads and additional land- 
scaping “all for a further 
value of more than Elm”. 

DarviU’s previous experi- 
ence in building hospitals for 
small animals assisted the 
contractor in drawing up 
tender lists for sub-contrac- 
tors and assisting in the 
design of kennel doors devel- 
. oped on a previous job. 

Amey has since won a fur- 
ther contract from the cheat 
for a £25m equine centre A 
separate Information Tech- 
nology award, sponsored by 
Mentor Group, is presented 
to Phil Budden of Costain 
dyfl engineering for carry- 
ing out a complete review of 
the planning function within 
the company standardising 
the group’s approach to 
p lannin g. • improving commu- 
nications and “contributing 
actively to the whole project 
cycle from tender to final 
account”. 


UK companies see strong output 


YOUR PASSPORT TO THE GLOBAL MARKET 
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revival is unlikely to result 
in a general late 19803-style 
boom which was followed by 
a collapse In both house 
sales arid prices. 

Halifax, Britain’s biggest 
mortgage lender, recently 
scaled back its 1997 forecasts 


for UK house price inflation 
from 7 per cent to 6 per cent, 
following recent mortgage 
rate increases and taX 
changes announced in the 
government budget. - • 
Prospects for a Sustained 

recovery, therefore, look bet- 
ter than at an stage this 
decade with ‘ construction 


output in the second quarter 
of this year , the 'highest 
three-monthly total -since 
1901, .accord ing to the esrri- 

iVniFiTt4if d fipmT Tiipftt 

Growth in new orders may 
have slowed- but output, 
looks set to continue to rise. 
This .will be driven, by 
increased private, sector 


Investment in housing and 
commercial development, 
release of lottery and millen- 
nium funds and hi gher 
spending on infra s tr u c t ure 
f*“Psd by the government's 
Private Finance Initiative. 


Profits on the back of tfafe 

increased work. 
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